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SEARS, ROEBUCK AND CO. 
FINANCIAL HIGHLIGHTS 
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1986 

1985 

1984 

1983 

1982 

Revenues 

$44,281 

$40,715 

$38,828 $35,883 $30,020 

Net income 

1,351 
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861 

Common share 
dividends 
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476 

Per common share 






Net income 

3.62 

3.53 

4.01 

3.80 

2.46 

Dividends 

1.76 

1.76 

1.76 

1.52 

1.36 

Investments 

22,559 
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17,447 
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13,497 

Total assets 

65,995 

66.417 

57,073 
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36,541 

Shareholders’ equity 

13,047 
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CHAIRMAN’S 

MESSAGE TO SHAREHOLDERS 


e are operating today in a dynamic environment. Con¬ 
sumer needs and expectations are being influenced by 
dramatically changing lifestyles and income levels. As a re¬ 
sult, there has never been a greater emphasis on value as the 
key to winning consumer acceptance. 

Financial Results 

The company’s 1986 financial results reflect our responsive¬ 
ness as each major business unit recorded revenue advances. 
In total, revenues were $44.28 billion, an increase of 8.8 per¬ 
cent over the $40.72 billion reported in 1985. 

Consolidated net income also rose. In 1986, the company 
earned $1.35 billion or $3.62 per common share compared 
with $1,30 billion or $3,53 per common share in 1985. In¬ 
come for the year reflects net after-tax realized capital gains 
and other income of $272.7 million compared with $263.9 
million in 1985. The full-year results included a loss of $39.8 
million at Sears World Trade due primarily to the costs as¬ 
sociated with discontinuing domestic operations. 

Sears Merchandise Group revenues rose to $27.07 billion, 
up $522.0 million from 1985. Income for 1986 was $736.0 
million, a decline from the previous year, which was at¬ 
tributable to the elimination of investment tax credits, and 
increased LIFO and uncollectible account reserves. These 
factors more than offset the benefit of reduced pension ex¬ 
pense under the new pension accounting rules. 

Income for Allstate Insurance Group rose more than 24 
percent in 1986, to $750.4 million from $604.8 million a 
year earlier. Revenues climbed to $12.64 billion compared 
with $10.38 billion in 1985. Allstate’s outstanding perfor¬ 
mance reflected improved underwriting results, including 
lower than normal losses from weather-related claims. 

The Dean Witter Financial Services Group reported 
revenues of $3.42 billion in 1986, an increase of 19.6 percent 
over the previous year. Income from securities-related busi- 








ness was sharply higher. The Group earned $79.5 million on 
such transactions compared with break-even results in 1985. 
These gains were offset by a act loss of $106 million related 
to national marketing of Discover Card. This loss was below 
previous estimates. In total, the Group reported a net loss of 
$37.0 million in 1986 compared to income of $13.1 million 
in 1985. 

The Coldwcll Banker Real Hstate Group reported increased 
revenue and income for the year. Revenues totalled $1.15 
billion and produced income of $93.8 million. In 1985, the 
Group’s revenues of $949.3 million generated income of 
$86.1 million. In both years, income improvements reflected 
a strong housing market and the sale of various shopping 
centers. 

Meeting the Challenge 

In 1986. we continued to ereate value through product and 
service innovation, distribution and delivery advancements, 
and a total commitment to quality. Those value-driven 
efforts led to a broader, stronger relationship with American 
consumers. 

Our investments in new retailing concepts and in the 
development of our consumer financial services business are 
meeting with considerable success in the marketplace. 

in the specialty retail sector, for example, we are commit¬ 
ted to extending the Sears reputation for quality with integ¬ 
rity to smaller, more individualized market segments. This 


"We strive 
to provide OUT 
shareholders 

with a foundation 
for consistent 
and profitable 
investment grow th. " 
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move is in recognition of consumer demand for a greater 
variety of specialty products and a growing preference for 
distribution channels which respond to shoppers with more 
money to spend, but less time to spend it. 

We are meeting similar demands in the financial services 
industry. More than 12 million consumers have access to 
services provided by the Discover Card, which acts as a 
traditional bank credit card as well as a delivery system for 
savings and investment products. The Discover Card is just 
one example of how we are combining the resources of our 
financial services companies to give consumers the best 
value for their money. 

Our success, then, is a matter of keeping faith with the 
value expectations of the American consumer. We remain 
committed to that philosophy as a source of growth and prof¬ 
itability. Our commitment to this philosophy and our ex¬ 
pectation of Sears profitability was recently reflected in our 
increase in the quarterly dividend from 44 cents to 50 cents 
per common share. 

Management Changes 

Creating value for our customers requires leadership in all 
areas of our business. We are confident that these in¬ 
dividuals, Like their predecessors, will enable us to continue 
to make progress in achieving our objectives. 

• Michael Bozic was elected chairman and chief executive officer of 
the Merchandise Group, effective January 1, 1987, succeeding 
William I. Bass, who retired after 36 years of service. 

• Richard J. Haayen was elected chairman and chief executive 
officer of Allstate Insurance Group, succeeding Donald F. Craib, 
Jr., who retired on October 7, 1986. 

• Philip J. Purcell was elected chairman and chief executive officer 
of the Dean Witter Financial Services Group, succeeding Robert 
Gardiner, who retired August 31, 1986. 

• James M. Denny was elected to a new position, vice president, 
finance of Sears, Roebuck and Co. 
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• Henry D. Sunderland moved from senior vice president, corpo¬ 
rate administration to senior vice president and secretary, effec¬ 
tive January 1, 1987. Mr. Sunderland succeeded Charles W. 
Harper, who retired December 31, 1986. 

• Allan B. Stewart was elected senior vice president, corporate ad¬ 
ministration and planning, effective January 1, 1987. 

• David Shute was elected vice president and corporate general 
counsel to succeed Philip M. Knox, Jr., who retired December 31, 
1986. 

• Warren F. Cooper was elected vice president, corporate personnel 
to succeed William E. Sanders who retired December 31, 1986 as 
vice president, corporate personnel and employee relations. 

• The Board welcomed the return of Albert V. Casey, who com¬ 
pleted an assignment as Postmaster General of the United States. 

Outlook 

The nation’s economy appears poised for another year of 
sustained growth. Spurred in part by a reduction in taxes, 
consumers will have higher levels of disposable income. The 
housing market also should remain strong throughout 1987. 
Together, these factors should lead to greater demand for 
consumer goods. In financial services, another year of low 
interest rates and stable inflation should stimulate an ac¬ 
celeration in consumer savings and investment. 

In sum, we are optimistic about the year ahead. The econ¬ 
omy favors our consumer-based businesses . . . and we are 
uniquely positioned to meet both the merchandise and 
financial services needs of our customers. 


Edward A. Brennan 
Chairman of the Board and 
Chief Executive Officer 
March 18, 1987 








OUR 

CORPORATE 

VISION 
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Sears, Roebuck and Co., a family of diversified 
businesses, is the leader in providing and distributing quality 
products and services to consumers. We will engage 
in those commercial opportunities that leverage the distinctive 
capabilities of our existing businesses. 

We are committed to our most valued asset, our reputation 
for integrity. 

We dedicate ourselves to the principle that serving 
the customer is of prime importance. 

We strive to provide our shareholders with a 
foundation for consistent and profitable investment growth. 

Our attractiveness to investors will be enhanced 
by the additional value created through our family of 
companies’ coordinated activities. 

We will manage ourselves as strong, decentralized 
business groups reporting to the Chairman of the Board. 

In their commitment to further objectives consistent 
with approved plans and the overall direction of the corporation, 
our groups will be supported by an efficiently structured 
corporate organization. 

We will be a low cost provider, managing with 
efficiencies of scale, building upon a foundation of competitive 
cost advantages, and maximizing (he 
productivity of resources which contribute directly 
to serving our customers. 

H <• will all mate resources among uur enterprises based 
upon an evaluation of their long-term relative profitability and 
the financial goals established by the corporation. 

We will maintain an overall capital structure which is stable, cost 
' tfu icr.i and which provides an appropriate balance 
between financial leverage and business risk. 

We will develop and distribute proprietary products and 
services when our reputation and skills add value and provide 
the opportunity to achieve greater profitability. 

Our commitment to strategic planning is integral to managing our 
businesses and thinking long term. 

We will be a leader in developing innovative applications of 
proven technology. 

We will provide all employees—regardless 
of their sex, race, age, religion, disability or ethnic 
background—with an environment in 
which to maximize their potential and their contribution to our 
success, and we will see that they share in that 
success in meaningful ways. 

We will faithfully fulfill our social and citizenship responsibilities. 

We will communicate with customers, employees, 
shareholders, governments and the general public with the 
company's traditional devotion to integrity 
in order to enhance our reputation, advance company goals, 
and clarify company policy and activities. 
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We are Sears ... 



The business of Scars. 
Roebuck and Co., • 
New \ork corporation, 
originated from ao 
enterprise established 
In 1886. The company 
is headquartered in 
Sear* Tower. C hit ago, 
Illinois. 


“. .. a family of 
diversified 
businesses, is the 
leader in providing 
and distributing 
quality products 
and services to 
consumers ." 


estate. 
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Sears vast customer 
base has come to ex¬ 
pect quality products 
and services from the 
company, an expecta¬ 
tion built on over a cen¬ 
tury of trust and con¬ 
fidence. 


Aggressive • Responsive • Innovative • Consistent 
eeping a large corporation on track means knowing 
how to leverage your resources and focus your energies. 
How to build from strength. 

Few businesses understand this better than Sears, 
Roebuck and Co. Over the past several years, we have 
carefully re-evaluated our position in the American 
marketplace, and, in the process, have clearly 
strengthened our relationship with the American 
consumer. 

We have done so by making major acquisitions such 
as Coldwell Banker and Dean Witter, by eliminating 
duplicative costs in our merchandising and insurance 
groups and by investing in new distribution channels 
such as the Sears Financial Network Centers, as well as 
in new ventures such as Discover Card and Trintex. 


Driven by consumer demand, we have expanded the 
range of quality products and services we offer, while 
maintaining leadership positions in our traditional 






Sears broad range of 
goods and services 
meets the changing 
needs of over 60 million 
Americans even year. 


markets. Meeting that challenge has made us more 
aggressive, more responsive, more innovative, and 
more consistent. 

The Discover Card, for example, is an undeniably 
aggressive effort—the first major bank credit card to be 
introduced in 20 years. Its enthusiastic acceptance by 
consumers and merchants has exceeded optimistic 
goals. It is fast becoming the gateway to a variety of 
financial services for millions of families. 

Equally aggressive is Coldwell Banker’s record in 
residential real estate, traditionally a fragmented and 
localized marketplace. By expanding its geographic 
reach, its sales force, and its productivity, Coldwell 
Banker has increased its share of the national resi¬ 
dential market from less than two percent to an 
estimated nine percent in the last five years. 

In all our businesses, we must be responsive to 
customer preferences. And our Merchandise Group 
is a good example. Within the past year, it has 
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"... consistent 
with approved plans 
and the overall 
direction 

o) the corporation, 
our groups 
will be supported 
by an efficiently 
structured 
corporate 
organization." 
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"We will allocate 
resources among our 
enterprises based 
upon an 

evaluation o f their 
long-term 

relative profitability 
and the financial 
goals established bv 
the corporation. " 


formed a new specialty merchandising unit, developed 
localized merchandising programs for small and mid¬ 
sized stores, and continued to implement its national re¬ 
modeling program to improve retail store performance. 

Allstate, meanwhile, has become more responsive to 
the customer and improved profitability by streamlin¬ 
ing its structure. Regional headquarters now have 
greater control over their own markets. And, agents 
now have the opportunity to set up their own neighbor¬ 
hood offices. 

To be innovative, Sears as a whole must continue to 
find new and creative ways to meet customer needs. 
For most people, buying a home is the single most im¬ 
portant, and frequently the most confusing transaction 
of a lifetime. So Coldwell Banker and Dean Witter 
have joined forces to offer homebuyers one-stop access 
to competitive home mortgages and related financial 
services. 

Another example of innovative cooperation between 
our companies is the highly successful annuity prod¬ 
ucts developed by Allstate and distributed through 
Dean Witter. Sales of this expanded product line in 
1986 were four times greater than in 1984 when only 
one annuity product was available. 

None of these new directions, however, would have 
been successful if we had not remained consistent with 
the principles that built Sears in the first place. 

Our reputation for quality and value. Our insistence 
on integrity in our relationships with employees and 
the public. Our commitment to customer service, un¬ 
matched in American business. Our dedication to 






efficiency and productivity in all of our operations. 

Through all the changes of recent years, we have 
never lost sight of these fundamentals. As a result, 
Sears today is a company more united, more vital than 
ever. 

Sears remains a company built on the belief that 
taking care of the customer is the cardinal rule of 
success. Our diversification simply creates new chan¬ 
nels and opens up new opportunities to put that prin¬ 
ciple into practice. 

By design. Scars has carefully chosen those areas 
where our unique strengths give us an advantage over 
the competition. Having that edge is critical, because it 
allows us to create even greater value for our customers 
as well as our shareholders. And that, after all, is the 
ultimate standard by which wc will be judged—now 
and in the years ahead. 


Chairman Edward A, 
Brennan and President 
Richard M. Jones (seat¬ 
ed front and right) are 
joined by the Manage¬ 
ment Committee (seated 
from left) Philip J. Pur¬ 
cell. David Shute, Allan 
B. Stewart, Arthur J. 
Hill, (standing from 
left) Richard J. Haayen, 
Michael Bozic and 
Henry D. Sunderland. 
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Michael Bozic , 

Chairman and Chief Executive 
Officer. 

“People are our great' 
est asset. We are com¬ 
mitted to developing 
lasting relationships 
with customers and em¬ 
ployees by selling 
quality goods and ser¬ 
vices with integrity." 



Income for Sears Merchandise Group totaled $736.0 million 
on revenues of $27.1 billion in 1986. Net income was 
adversely affected by the elimination of tax credits, and by 
increased reserves for LIFO and for uncollectible accounts. 
This was partly offset by the positive impact of reduced pen¬ 
sion expense. 

For Sears Merchandise Group, 1986 was a year of build ing 
on historic strengths of quality and value while implement¬ 
ing new programs to enhance the company’s ability to an¬ 
ticipate and respond to consumer needs. 

To strengthen its competitive position and promote future 
growth, the company has: 

• streamlined management to speed decision making and 
promote market responsiveness, 

• formed Sears Specialty Merchandising to develop new 
businesses, 

• expanded new methods of distribution to reduce costs and 
improve efficiency, 

• implemented localized merchandising strategies and con¬ 
tinued its national remodeling program to improve retail 
store performance. 

New Management Structure 

In 1986, Sears continued to streamline management and 
speed decision making by restructuring field administrative 
functions. The new structure places greater emphasis on 
regional operations, bringing decision making closer to the 
marketplace. In addition, reduced administrative expense 
will help the company to maintain competitive prices. 

Four territorial offices were closed and consolidated into 
two small offices located at Chicago headquarters which 
oversee the administration of 25 consolidated retail regions. 
Expanded authority at the regional level enables the com¬ 
pany to compete more effectively market-by-market. 













Marketing products in 
tune with regional life¬ 
styles is a key strategy 
for Sears. Sportswear 
buyers Lynne Kallman 
(center left) and Kathy 
Walsh of the Los An¬ 
geles regional buying 
office review designs 
with a California man¬ 
ufacturer. 


Retail Refinements 

To further sharpen its competitive position, the company is 
expanding its localized merchandising strategy. In commu¬ 
nities under 100,000 population, stores tailored to local life¬ 
styles have enhanced Sears presence in previously under¬ 
represented markets. The company plans to open about 30 
additional units in these markets in the current year. Favor¬ 
able customer response led to the development of market- 
oriented merchandising programs for all existing mid-size 
stores as well. 

In Flagstaff, Arizona, for example, an existing mid-size 
store was completely remerchandised to reflect the active 
outdoor, family-oriented, middle class community. A greatly 
expanded lawn and garden shop as well as larger sporting 
goods and casual apparel departments have been put in 
place. An entirely new line of merchandise—-light truck 
accessories—was added in direct response to local market 
demographics. 

Complementing this market-driven emphasis are more 
flexible advertising programs aimed at capitalizing on im- 
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to the print ip/e [Inn 
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customer is of prime 
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Distribution 
of Group Revenues 

Highlights 


(in millions) 

'86 

’85 

Revenues 

$27,074.3 $26,552.3 

Assets 

22,371.0 

22,043.8 

Receivables 

12,408.4 

12,260.1 

Net Income 

736.0 

765.7 
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Expansion in specialty 
Trailing is a top prior¬ 
ity for Sears. Paint and 
Hardware store man¬ 
ager Jeff Curler says 
customers appreciate 
the helpful displays 
and quick check-out at 
his convenient neigh¬ 
borhood store. 



portant regional and climatic differences. To stay on top of 
stylish Sun Belt products such as apparel and home fashions, 
Sears has opened buying offices in Los Angeles and Miami. 

In full-line stores, Sears is continuing its national expan¬ 
sion and remodeling program aimed at heightening conve¬ 
nience and shopping ambiance. At the end of 1986, 284 full¬ 
line units were operating in the new format. In 1987, 126 
stores are scheduled to be remodeled. In addition, five new 
stores are planned to open: four to replace units in markets 
already served and one in a new market. 

Specialty Retailing 

Sears is exploring new opportunities for growth, especially in 
the fast-growing specialty retailing segment. 

In early 1987, the company formed a new unit—Sears 
Specialty Merchandising—to develop new businesses. Ini¬ 
tially, the new unit has responsibility for Sears Business Sys¬ 
tems Centers and the direct response marketing programs. 
However, additional growth opportunitites are being aggres¬ 
sively explored. 

Named as President of Sears Specialty Merchandising is 
Alfred Goldstein, a Sears veteran, well known throughout 
the industry as a knowledgeable and successful retailer. 

Another example of the company’s exploration of new dis¬ 
tribution methods is its test in televised home shopping with 
QVC Network. Offering Sears products to cable television 
viewers will enable the company to evaluate home shopping 
as a viable distribution concept. 

New Look for Catalog 

Dramatic changes were made in Sears general catalog, de¬ 
signed to improve catalog sales and lower costs in this im¬ 
portant part of the business. The catalog has been divided 
into two volumes with one featuring apparel, home fashions, 
consumer electronics and seasonal hardlines items. The 
other volume features hardlines merchandise such as ap- 
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pliances and tools. The apparel and home fashions volume is 
being issued in the spring and fall, while the hardlines book 
is published annually. 

The split-book catalog enables Sears to emphasize impor¬ 
tant fashion-sensitive merchandise by increasing the number 
of pages in the soft goods book. At the same time, cost 
efficiencies are realized by eliminating duplication of hard¬ 
lines products which have year-round appeal. 

Enhanced product presentation includes an expanded 
home fashions section which features designer decorating 
tips and a guide for mixing and matching colors. Apparel is 
grouped in lifestyle sections to increase appeal and shopping 
convenience. 

To further broaden its apparel customer base, Sears is also 
issuing a totally new catalog called “Changes.” Dedicated to 
the contemporary woman, “Changes” features natural fiber 
apparel in high-energy photography on oversized pages. The 
catalog is being distributed in limited markets in 1987, with 
national distribution planned for 1988. 

“Changes” and more than 20 other specialogs issued an¬ 
nually, give the company a dominant presence in the special¬ 
ty catalog industry. 


Stylish apparel for the 
contemporary woman is 
the focal point of 
“Changes,” a new cat¬ 
alog premiering in 
1987. Eye-catching 
photography and color¬ 
ful presentation appeal 
to fashion conscious 
shoppers. 
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People like Jerry Wil- 



Streamlined Distribution 

Key to the company’s objective of being a low-cost provider 
of merchandise are new replenishment and distribution 
methods. New distribution center operating systems are be¬ 
ing developed to improve employee and space productivity. 
The use of bar code marking and reading equipment and on¬ 
line ordering systems should result in more timely merchan¬ 
dise placement, while improving accuracy and reducing ex¬ 
pense. 

In 1987, the company plans to expand just-in-time ship¬ 
ping of promotional and regular inventory directly to retail 
units. Shipping more merchandise from the manufacturer 
directly to point-of-sale in a timely manner should reduce 
unnecessary warehouse space and distribution center han¬ 
dling costs. 

At the same time, valuable space currently being used as 
storage areas in retail units will be converted to revenue-gen¬ 
erating sales space. 

Additionally, the company will extend direct delivery of 
merchandise to customers and installers to further reduce in¬ 
ventory levels as well as the fixed and variable operating 
costs associated with distribution. 


Hams know that “To do 
a good job, you have to 
genuinely care for cus¬ 
tomers and care that 
their products are run¬ 
ning smoothly.” 


Customer-driven Emphasis 

Customer service is vital in appealing to today’s time-con¬ 
scious consumer and is a top priority in Sears growth 
strategy. Market-sensitive merchandising, streamlined dis¬ 
tribution and store expansion are all aimed at providing cus¬ 
tomers with the right products at the right time. 

With this in mind, Sears has taken major steps to improve 
customer service. For example, a newly developed compu¬ 
terized scheduling system is being put into place to improve 
salesfloor coverage. Expanded repair service hours and more 
locations offering service-while-you-wait will add to cus¬ 
tomer convenience. And, to meet the needs of working cus- 


Although distribution 
systems are changing, 
one thing that won’t 
change is the friendly, 
reliable service provid¬ 
ed by people like 30- 
year veteran delivery 
driver Alex Andrews. 












The more than 300,000 
Sears Merchandise 
■Group employees know 
that satisfying cus¬ 
tomers—whatever their 
needs—is the most im¬ 
portant job. Customer 
convenience representa¬ 
tive Pat Hobbs is one of 
many who brings Sears 
reputation for value 
and integrity to life. 



tomers, Sears is introducing evening and weekend delivery 
service in many markets. 


Progress Through People 

Recognizing that a dedicated, motivated workforce is essen¬ 
tial to success. Scars has made a substantial investment in its 
people through training. Extensive supervisory and sales- 
floor training programs are underway to improve customer 
service at every level. Store training focuses on courtesy, 
communication, operating systems and product knowledge. 

By the end of 1986, virtually every management em¬ 
ployee—more than 30,000—had participated in an execu¬ 
tive training program. Devoted to achieving management 
excellence, the program emphasized the company’s business 
strategy, customer service, human relations skills, problem¬ 
solving and effective communications. 

Led by knowledgeable, motivated employees, Sears is 
more confident than ever of continued progress in its second 
century. 
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Richard J. Haayeti, 
Chairman and Chief Executive 
Officer. 

“The traditional 
strengths of Allstate 
have been the loyalty 
and commitment of 
our employees, and our 
ability to respond 
quickly to the chang¬ 
ing needs of our cus¬ 
tomers. YVe intend 
to build on these 
strengths; they are 
what separate us from 
the competition.” 


/instate 

The Allstate Insurance Group recorded its most successful 
year in history with, solid contributions from all business 
units. New products, services and distribution systems were 
introduced during the year, reaffirming Allstate’s reputation 
for anticipating and meeting consumers’ needs. Allstate 
moved aggressively to expand market reach as revenues 
climbed to $12.6 billion, 21.8 percent over 1985. 

For all major lines, sales curves showed strong increases in 
the property and liability business as well as in the life busi¬ 
ness. The brisk pace of sales growth helped propel net in¬ 
come to $750.4 million, up 24.1 percent from year-end 1985. 
Property/Liability Insurance 

Allstate entered 1986 as the second largest property and 
liability insurer in America and strengthened that position 
with outstanding policyholder growth throughout the year. 
Entering 1987 with highly competitive rates, the company is 
favorably positioned to attract and keep better risks. 

The Group’s increased visibility in the marketplace con¬ 
tinued to contribute to growth opportunities. Full-time 
agents totaled more than 14,000 at year-end 1986, a 19 per¬ 
cent increase since 1983. Agent locations and distribution 
points rose 23 percent in 1986 over year-end 1985. A sig¬ 
nificant number of agents located in neighborhood offices 
provided additional points of sale in promising growth areas. 
Through increased numbers of agents and sales offices, 
aggressive growth will continue to be a major strategy for the 
remainder of the decade. 

Agent productivity increased in 1986. The new Founda¬ 
tion for Growth sales agreement offers added incentive for 
the writing of new business and fosters a greater self-reliance 
and a growing entrepreneurial spirit among agents. 

Allstate closed 1986 with 29 personal-lines marketing 
regions, including Allstate of Canada and PMI Mortgage 








In Glastonbury, Conn., 
Paul Haas Sr, and Paul 
Haas Jr. have opened 
one of the many new 
Allstate neighborhood 
offices across America. 
This strategy has 
helped bring agents 
into new areas of poten¬ 
tial growth. 


Insurance Company. In addition, 14 regional operations 
centers provide essential support services for policyholders 
and the regional offices. The strategy of increasing the 
number of marketing regions and consolidating operations 
centers will continue. On February 1, 1987, the company an¬ 
nounced plans for an additional marketing region in New 
York, bringing the total for New York state to three. 

Decentralization in the decision making process has 
helped participative management become a reality as teams 
of employees in markets across the country seek new oppor¬ 
tunities for increased growth and profit. Through these 
“Growth Teams”, employee expertise has increasingly been 
brought to bear in problem-solving situations. 

An underwriting program of reinspecting almost 300,000 
homes by teams of agents, claim adjusters, underwriters and 
others, verified that the dwellings were insured to value. 
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Our commitment 
tt> strategic 
planning is integral 
to managing 
our businesses ami 
thinking long-term. " 


Properly /Liab Hi ty 
' Investments 
, • Life/Health 



Distribution 
of Group Revenues 

Highlights 


(in millions) 

'86 

’85 

Revenues 

$12,638.2 $ 

10,378.9 

Assets 

20,341.5 

16,945.1 

Investments 

16,475.7 

13,666.0 

Net Income 

750.4 

604.8 














Comparable emphasis was also placed on the proper clas¬ 
sification of automobiles. 


On the lawn of their 
burned-out home, the 
Stovalls (right) check 
contents inventory with 
Claim Representatives 
Sam Corso and Susan 
Reynolds. The set¬ 
tlement check arrived 
just nine days after 
the fire. 



Another important new program for 1986 resulted from 
an evaluation of the auto and homeowners insurance needs 
of residents beyond typical urban/suburban boundaries. The 
program, which is called STARS, for Small Towns and Rural 
Suburbs, will be improved and expanded in 1987. 

In 1986, Allstate also explored the needs of people who do 
not qualify for conventional insurance because of exotic 
cars, inexperienced drivers or individual driving records. 

Study of this billion dollar specialty 
market led to the restructuring of 
Allstate Indemnity Company to ac¬ 
commodate this market. This repre¬ 
sents another marketing alternative 
for the Allstate agent and an area 
which offers tremendous growth po¬ 
tential for 1987 and beyond. 

ALSTAR, the agent’s computerized sales-support system 
introduced in 1985, continued to receive enthusiastic accep¬ 
tance during the year. The increase in production by agents 
using ALSTAR should become more widespread as the sys¬ 
tem is made available to more agents in 1987. 

Claim computerization moved forward during the year 
with the introduction of a Mechanized Loss Report System 
that has begun to deliver productivity benefits with major 
improvements in customer service. Implementation will 
continue in many areas of the country. 

In two significant respects—a reduction in loss ratios and 
a sharp increase in policies in force—1986 results in the 
Commercial/Reinsurance Division mirrored those in the 
personal property and liability lines. 

Commercial production finished well ahead of 1985. Rate 
increases and a clear focus on customer needs contributed to 






Allstate Life products 
created for Dean Witter 
are discussed by All¬ 
state Life Assistant 
Vice President Marla 
Friedman (at right) and 
Dean Witter Account 
Executive Christopher 
Baum bach. 
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growth as did an active distribution system involving 
Allstate agents and more than 1,000 Commercial Division 
independent agencies. 

More adequate pricing, administrative improvements and 
a marked increase in mechanization helped account for loss 
and expense ratio improvements. Instrumental, too, was a 
work-effectiveness program in which employees developed 
more than 1,000 ex.pense-saving recommendations. 

The Commercial Division is well positioned to take full 
advantage of an improving business insurance environment. 
Plans for 1987 include the opening of additional branch 
offices to serve medium-sized markets and the nurturing of 
stronger links with large brokerage offices. 


Life/Health Insurance 

Allstate Life posted record new-business sales in 1986. Each 
major operating unit—individual life and annuities, group 
life and health, and group pensions—achieved strong growth. 





22 


Premium income exceeded $2.5 billion in 1986, more than 
double the figure of two years ago. 

Premium revenues have quadrupled during the past four 
! years in the individual segment, which offers a comprehen¬ 
sive array of life insurance and annuity products to in¬ 
dividual buyers. The development of new distribution sys¬ 
tems contributed significantly to this growth. 

Until the early 1980s, the Allstate agent was the sole dis¬ 
tributor for individual life and annuity products. Today, dis¬ 
tribution channels for the individual segment extend to 
Dean Witter account executives and to Lincoln Benefit Life 
Company and Surety Life Insurance Company, subsidiaries 
of Allstate Life. 

The life and annuity product portfolio for Allstate agents 
includes a popular universal life product as well as a flexible 
premium retirement annuity used for IRA sales. Responding 
to consumer demand, a revolutionary new product called 
universal term was introduced in January 1987. 

Products developed and marketed by Allstate and Dean 
Witter continue to illustrate the creation of values that exist 
within the Sears family of companies. An expanded product 
line helped to double the sales of life and annuity products 
by Dean Witter account executives during 1986. 

The group life and health and the group pension business 
continued to grow rapidly in 1986. Paced by increases in the 
health insurance and pension markets, new sales exceeded 
$770 million. As a result, premium income was almost $1.5 
billion—more than double the figure of 1984, just two years 
ago. Expansion of its distribution system has also been a 
priority for the group life and health and pension operations. 
In addition to Allstate agents, nearly 12,000 independent 
agents and brokers now market group insurance and pen¬ 
sions through Allstate Life and its subsidiary, Northbrook 
Life Insurance Company. 
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The focus is on containing costs through managed health 
care programs in the group life and health marketplace. All¬ 
state Life is in the forefront of this development with a broad 
range of products for individuals and businesses of all sizes. 



The direct response marketing sector of the group life and 
health operations continues to expand its product line and 
markets. Among the new products offered in 1987 is a credit 
card protection policy available to Discover Cardholders. 

In its second year of operation, the group pension segment 
generated over $423 million in premium income. 

Growth in all areas of Allstate Life is expected to continue 
in 1987. This growth is expected to result from im¬ 
provements in products and services as well as expanded 
distribution channels. 

In 1987, the goal for the Allstate Insurance Group will be 
the development of extraordinary customer relationships. 
Through customer-contact programs, Allstate will focus on 
customers’ preferences and respond with improved service 
and refinements in products. Every employee encounter with 
a customer will be regarded as a moment of opportunity to 
reaffirm Allstate’s reputation in the marketplace as a com¬ 
pany of people who place the customer first. 


At the touch of a but¬ 
ton on his ALSTAR 
sales support system, 
agent Louis Dodd can 
select the appropriate 
auto, property, life and 
business coverages for 
his customers. 








Philip J. Purcell, 
Chairman and Chief Executive 
Officer. 

“The Dean Witter Finan- 
cial Services Group 
enters 1987 confident of 
its ability to reach new 
heights of operating ex¬ 
cellence throughout the 
organization.” 


DEAN WITTER 

During 1986, Dean Witter Financial Services Group made 
substantial progress across all its lines of business. The 
Consumer Markets Division was significantly boosted by 
record volume in the financial markets while the Capital 
Markets Division benefitted from its stepped-up activities in 
mergers and acquisitions. The Discover Card was 
successfully marketed nationally and the continued low 
interest rate environment contributed to the rapid expansion 
in mortgage and consumer lending activities. 
Securities-Related Activities 

Securities-related activities produced record profits of $79.5 
million for 1986. This improved performance, primarily 
generated by the Consumer Markets Division, resulted from 
higher production per account executive and increased fee 
income from management of a sharply rising mutual fund 
asset base. Mutual fund assets surged to $31.5 billion at year- 
end, up from $21.8 billion at the end of 1985. The excellent 
1986 results were also impacted by certain investments 
made by the firm in 1984 and 1985. These investments 
included the expansion of the account executive force 
through Sears Financial Network Centers and the funding of 
deferred earnings from the sales of mutual funds which have 
no front-end sales fee. 

Management attention to expenses helped Dean Witter 
retain its position as one of the most efficient providers of 
retail brokerage services among large full-service firms. 
Among the year’s highlights was an increase in sales of 
quality products from joint efforts with Allstate and 
Coldwell Banker. Premiums for Allstate products exceeded 
$275 million and Dean Witter jointly introduced a $150 
million tax exempt mortgage fund with Coldwell Banker. 

Continued maturing of Dean Witter account executives, 
who numbered 7,543 at year-end is expected to result in 
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Account executive, Bard 
Quku, senior vice presi¬ 
dent, investments, 
frequently gives seminars 
to help clients keep in¬ 
formed on ways to meet 
their financial objectives. 


productivity gains in the Group’s securities business in 1987. 
Throughout the year, Consumer Markets management will 
emphasize retention, selective recruiting and advanced 
training of account executives to meet aggressive profit 
goals. 

Revenues exceeded 1986 plan for the Capital Markets 
Division, which serves our institutional clients. Fees from 
the Mergers and Acquisitions unit rose approximately 50 
percent. Dean Witter reaffirmed its commitment to 
innovation and strengthened its number one position in the 
underwriting of Master Limited Partnerships by applying its 
expertise to the mortgage banking industry. The offering, 
arranged for Commonwealth Mortgage, was a joint effort by 
the Group’s Corporate Finance and Mortgage Finance 
segments. 

Capital Markets is expected to continue to show improved 
profit growth in 1987 by providing quality service to 
institutional clients as well as its continued support of the 
Consumer Markets unit. It plans to increase participation in 
mergers and acquisitions and financial restructurings. In 
addition, a new investment unit has been formed to facilitate 
principal participation in merchant banking. 


Discover Card 

The widespread acceptance of Discover Card during 1986 


"We will be 
a low cost provider, 
managing with 
efficiencies of scale, 
building upon 
o foundation of 
competitive cost 
advantages ...” 


Commissions 
’ Investment Banking 
' . Interest 

• " ] Other 

• * Trading 



Distribution 
of Group Revenues 


Highlights 


(in millions) 

’86 

’85 

Revenues $ 

3,415.3 $ 

2,856.6 

Assets 

21,238.9 

25,972.6 

Investments 

13,300.3 

19,895.8 

Net Income 

(37.0) 

13.1 












































Howard L. Shapiro, 
Discover Card senior 
account representative, 
adds Greenwich 
Jewelers, New York 
City, as a merchant ac¬ 
cepting the Card. The 
Card is honored at more 
than 500,000 locations 
nationwide. 


exceeded all expectations. At year-end 1986, there were 
approximately 11.4 million cards outstanding and over a 
half million merchant locations accepting the Card. The 
substantial investment required to launch and market this 
card resulted in a net loss of $106 million, below the 
company’s projections. 

Discover Card represents the first integrated financial 
services card which will offer qualified consumers a variety 
of financial services in addition to typical credit card 
features. For instance, the Discover Saver’s Account was 
successfully introduced as the Card was rolled out nationally 
in 1986. This account features a tiered interest rate structure 
that rewards higher balances with higher yields. 

Discover Card is well on its way to achieving its 1987 
objectives of becoming the leading card issued by a single 
bank while expanding the number of domestic merchant 
locations. At the same time, Dean Witter will be test 
marketing a variety of financial services for Discover 

Cardholders to determine which 
should be implemented national¬ 
ly. Losses should decline through¬ 
out 1987 and the Card is expected 
to cross the break-even line and 
generate a profit in 1988. 

Mortgage and Consumer Lending 
Responding to attractive interest 
rates which prevailed throughout 
most of 1986, mortgage produc¬ 
tion expanded to more than $4 
billion for mortgages primarily 
generated through Coldwell 
Banker as well, as through Sears 
Mortgage Corp. Annual loan production for other types of 
consumer lending—auto, recreational vehicles, and home 








equity—rose approximately 10 percent to a record $1 billion. 

Despite the sizable gains in the volume of loans 
outstanding, profit performance was disappointing for the 
combined mortgage and consumer lending business, with a 
net loss of $10.5 million. This was primarily the result of 
unexpectedly high loan losses at Sears Savings Bank and 
expenses related to the refinancings of mortgage securities 
issued by Sears Mortgage Securities Corp. 

In 1987, the mortgage lending unit will institute new 
controls and procedures to reduce the overall cost of 
acquisitions for new mortgage production. In addition, it 
will broaden distribution channels to capitalize on the large, 
fragmented mortgage marketplace while offering home- 
buyers the branded Sears Home mortgage, with proprietary 
features and service excellence. 

Overall plans for 1987 concentrate on improving the basic 
economics and fundamentals in each of the Group’s 
businesses with the goal of achieving operating excellence 
across the board. 


Gail S. Eaton, Sears 
Mortgage Corporation 
(SMC), relationship 
manager, assists a cou¬ 
ple seeking a mortgage 
for a home purchase. 
In 1986, SMC pro¬ 
duced over $4 billion in 
mortgages. 






On the first day of trad¬ 
ing Harley-Davidson 
shares after Dean Wit¬ 
ter managed the initial 
public offering, a cele¬ 
bration is in order at 
the American Stock 
Exchange. Pictured 
(from left) are Richard 
F. Teerlink, President, 
Chief Operating and 
Financial Officer, Har¬ 
ley-Davidson Motor 
Company, Inc.; Vaughn 
L. Beals, Chairman 
and Chief Executive 
Officer, Hariey-David- 
son, Inc., and Steven F. 
Deli, Managing Direc¬ 
tor, Dean Witter Rey¬ 
nolds Inc. 



In its ongoing effort to improve efficiency and cost control, 
Dean Witter recently centralized key Group responsibilities: 
finance, information processing, government relations, legal, 
and marketing. At the same time, it placed systems 
technology and operations resources with the individual 
lines of business. This move puts greater control in the 
hands of managers who have bottom line responsibility and 
should result in improved service at reduced cost. 

In another restructuring move, continued examination of 
distribution channels resulted in the recent agreement to sell 
50 Sears Savings Bank retail branches. Consumer financial 
services will continue to be offered through the Sears 
Financial Centers while other non-traditional channels, such 
as Discover Card and direct mail, will become increasingly 
important. 

Dean Witter Financial Services Group faces ambitious 
revenue and income goals for 1987 in each of its major lines 
of business. The commitment of management and the 
dedication of all employees to high standards of service and 
operating excellence will play a major role in achieving these 
goals. 
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During 1986, Coldwell Banker Rea) Estate Group continued 
to implement its long-range strategic plan, which emphasizes 
increased profitability and long-term growth through profes¬ 
sional development, expanded market coverage and in¬ 
creased market penetration. The Group earned a record 
$93.8 million in 1986, 8.9 percent greater than 1985. Reve¬ 
nues for the year jumped 21.3 percent to $1.2 billion in 1986. 
The Commercial Group 

Coldwell Banker Commercial Group, despite the second 
year of a cyclical downturn in the commercial real estate in¬ 
dustry, retained its position of leadership. The Group also 
continued its national expansion program in 1986 with the 
addition of ten new Commercial brokerage offices. 

The Commercial Group’s experience and reputation for 
integrity have helped it dominate a widely diversified and 
geographically broad marketplace. The Group’s employees 
constitute an invaluable asset, and their knowledge, ability 
and experience give the Group a unique competitive advan¬ 
tage. The high quality service provided to its customers is a 
key factor in the growth experienced throughout the Com¬ 
mercial Group. 

Sales and lease transactions handled by the Group’s bro¬ 
kerage division. Commercial Real Estate Services, increased 
15.1 percent in 1986 and reached a record of more than 
$17.8 billion. Assets under management by the Capital Man¬ 
agement Services division exceeded $770 million at year- 
end. And, the market value of the Group’s real estate man¬ 
agement portfolio totaled a record $6.2 billion at year-end. 

In 1986, Torto, Wheaton & Associates, a nationally- 
known real estate forecasting and economics firm was ac¬ 
quired. This acquisition is expected to accentuate Coldwell 



Arthur J. Hill, 

Chairman and Chief Executive 
Officer. 

“The people of Cold- 
well Banker are the 
best in the business, 
and we will settle for 
nothing less than being 
America’s premier real 
estate organization.” 









Training Director 
Claudia Kuykendall 
helps Coldwell Banker 
residential office man¬ 
agers resolve realistic 
market situations 
through computer sim¬ 
ulations, just one of the 
techniques of Coldwell 


Banker’s reputation as one of the nation’s leading authorities 
on real estate economics. 

For 1987, the Group has targeted a selected number of 
avenues for growth. They include plans to open new offices, 
enter new markets and expand operations in several existing 
markets. A further increase in the number of sales associates 
is planned for the year. Other professional personnel pro¬ 
grams are aimed at achieving even greater productivity. 

To increase the scope of Coldwell Banker’s Capital Man¬ 
agement Services, the Commercial Group is establishing 
new products and investment approaches that will make its 
real estate asset management expertise available to a greater 
number of institutions and individual investors. 


Banker’s comprehen¬ 
sive management train- 


The Residential Group 



ing program. 


The Coldwell Banker Residential Group enjoyed another 
record year within the residential real estate industry, par¬ 
ticipating in an estimated nine 
percent of all U.S. existing 
home sales, up from 7.5 per¬ 
cent in 1985. The Group con¬ 
tinued its aggressive growth 
through geographic expansion, 
selective acquisition, product 
development and unprecedent¬ 
ed sales associate productivity. 

A total of 267 offices were 
added to the Group’s nation¬ 
wide residential brokerage net¬ 
work, including 142 company- 
owned and 125 affiliate offices. At year-end, offices totaled 
1,758 and sales personnel for the Residential Group exceed¬ 
ed 30,000. 

Major expansion strategies for Coldwell Banker’s mortgage 
business were implemented during 1986. As a result, the 
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Homes behind Cold- 
well Banker yard signs 
have come to mean add¬ 
ed value because of 
Coldweli Banker pro¬ 
grams that help homes 
show better, sell faster 
and provide greater sat¬ 
isfaction for the buyer. 


Group provided mortgages valued at over $847 million. 
This represented mortgages for 14.6 percent of all Coldweli 
Banker’s residential transactions in markets where mortgage 
services were offered. After Coldweli Banker originates mort¬ 
gages, Dean Witter provides the resources for packaging, ser¬ 
vicing and possible sale to investors. 

The Residential Group’s customers can also take advan¬ 
tage of the Best Buyer and Best Seller plans, which provide 
savings for products and services for the home from Sears 
Merchandise Group. Additionally, in 1987, an array of All¬ 
state services will be extended to Coldweli Banker’s cus¬ 
tomers. 

The Residential Group’s plans for 1987 are to continue its 
geographic expansion and the integration of its mortgage ser¬ 
vices into the homebuying process. Coldweli Banker plans to 
meet all of its bomebuyers’ needs in finding and financing a 
home. 

The number of mortgage originations is expected to dou¬ 
ble in 1987, as Coldweli Banker Residential Mortgage Ser- 


"HV are 
committed to 
our most valued 
asset, our 
reputation lor 
integrity." 


Residential Group 
• Homart Dev. Co, 


Commercial 

Group 



Distribution 
of Group Revenues 

Highlights 


(in millions) 

’86 

’85 

Revenues 

$1,151.8 

$949.3 

Assets 

2.124.5 

1,451.2 

Investments 

1,366.1 

988.9 

Net Income 

93.8 

86.1 
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Steve Hoy (left) and 
Jerry Cole stand before 
the ICN Pharmaceu¬ 
ticals Building in Costa 
Mesa, California, 
which they leased and 
later sold. With a com¬ 
bined tenure of 33 
years at Cold well 
Banker, Cole and Hoy 
frequently appear on 
the company’s annual 
list of highest-produc¬ 
ing salespeople. 





vices are provided to more company-owned and affiliate 
offices. 

By continuing its expansion into additional Metropolitan 
Statistical Areas with populations in excess of 500,000 as 
well as numerous smaller markets through its affiliate pro¬ 
gram, the Group expects national coverage to increase 
further. New markets plus expansion in existing markets 
should result in a 20 percent growth in the number of Res¬ 
idential brokerage offices. 

In addition, the Residential Group will continue to focus 
on increasing sales associate productivity. Since 1981, Cold- 
well Banker’s market share of all existing U.S. home sales 
has increased 7.5 percentage points. One full percentage 
point of this increase is attributable to increased pro¬ 
ductivity. 

Homart Development Co. 

Homart Development Co. has become one of the leading 
real estate developers in the industry. After 28 years and 
more than 60 million square feet of landmark development, 









Montclair Plaza, in 
Montclair, California, 
is an enviable success 
story in the shopping 
center industry. The 
one-level center was 
purchased for renova¬ 
tion by Homart in 1983 
and the company’s de¬ 
sign, management and 
construction teams fol¬ 
lowed with a remark¬ 
able engineering ac¬ 
complishment—adding 
a second level to the 
plaza. 



Homart is well positioned in the competitive real estate 
arena for the next decade and beyond. 


During J9 86 , Homart started construction on two new 
shopping centers totaling 2.3 million square feet and four 
new office buildings. Homart also opened six new office 
buildings totaling more than 1.3 million square feet. Record 
gains on portfolio sales of regional shopping centers were 
also achieved. 











The company’s current product mix also includes multi¬ 
use sites which provide continuing development 
opportunities. An excellent example is Tysons II, a Homart 
Development Co.-Lerner Enterprises joint venture near 
Washington, D.C. The Tysons II Mall, which is designed for 
125 stores, is planned to open in 1988 with Saks Fifth 
Avenue, Macy’s and a third major retailer as anchors. The 
project’s continued development includes a new luxury hotel 
and the first of ten planned office buildings. 

Homart’s outlook for 1987 recognizes the impact of 
recently enacted federal tax legislation. The legislation, 
which should reduce the level of new office building 
construction, should benefit Homart by: 

• gradually reducing the market’s current over-supply and; 

• enhancing Homart’s competitive advantages over tax- 
motivated investors and highly leveraged developers. 
Homart should also benefit from the continuing high de¬ 
gree of interest among institutional investors for the 
limited supply of regional shopping centers available for 
investment purposes. 

Accordingly, Homart plans to continue its strategy of 
developing premium properties in key suburban and met¬ 
ropolitan areas—and identifying and meeting the needs of 
its retail and commercial tenants. Homart and Sears Mer¬ 
chandise Group will continue their program targeted at 
increasing the number of mall development opportunities 
for the 1990s. Homart’s office building strategy continues to 
provide institutional quality developments in markets of 
outstanding growth potential. 

In 1987, Homart plans to open four office buildings, 
totaling more than one million square feet; continue con¬ 
struction on six projects totaling 5.2 million square feet; and 
start several shopping centers and office buildings. 







SHAREHOLDER INVESTMENT 
INFORMATION 


Common Stock Market Information (unaudited) 


First 

Quarter 


Second 

Quarter 


Third 

Quarter 


Fourth 

Quarter 


Year 


Market pric< 
per share 

1986 

1985 

1986 

1985 

1986 

1985 

1986 

1985 

1986 

1985 

High 

5 0'/« 

Wk 

49% 

39% 

47% 

38% 

45% 

41% 

50% 

41% 

Low 

35 » 

30% 

42% 

32% 

39 

32% 

39 

31% 

35% 

30% 

Closing 

49 1 /’ 

34% 

48% 

38% 

40 

32% 

39% 

39 

39% 

39 


Stock exchange listings 
Ticker symbol-S 


New Y'ork 
Midwest, Chicago 
Pacific, San Francisco 

London, England 
Switzerland: Basel, Geneva, 
Lausanne, Zurich 


Amsterdam, The Netherlands 
Tokyo, Japan 
Paris. I-ranee 

Frankfurt.. Mam, Germany 


Dividends on common shares 

The payment of future di\ idends to shareholders is dependent on 
business conditions, income, the cash requirements of the company 
and other taeiuirs (see note 9, page 57). The Finance Committee 
reviews these (actors, andl recommends changes to the Board of Di¬ 
rectors. The Board determines dividends per share of common 
stock which are consistent with earnings and the financial condition 


of the company. Cash dividends have been paid on common shares 
in e\or> scar since 1934. During the past ten fiscal years. Sears, 
Roebuck and < o. annual dividend payments have ranged from 
40.0 percent to 70.5 percent of net income 


Common shareholders 

as of Nov. 28 1986 record date for the January 1987 dividend were 
as follows: . 


T vpe of shareholder 

Number of 
shareholders 

Number 
of shares 

Average per 
shareholder 

Percent of 
total shares 

Individuals: Women 

133.342 

40.439,558 

303 

10.7 

Men 

98,222 

34,590,240 

352 

9.2 

Joint tenants 

57,232 

16,625,649 

291 

4.4 

Bank nominees 

694 

17,803,337 

25,o53 

4.7 

Inv cstment organizations 

27,817 

10,573,354 

380 

2.8 

Hroki in 

57 

191,911,522 

3,366,8/.8 

51.0 

Corporations and firms 

1,549 

5,101,909 

3,294 

i.4 

Other 

772 

436,214 

565 

.1 

Employees' Profit 





Sharing f und 

1 

59,022,703 

— 

15.7 

Total 

319,686 

3/6,504,485 

— 

100.0 
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"We mil faithfully 
fulfill our social and 
citizenship 
responsibilities. " 


ears, Roebuck and Co. believes that corporate growth 
and good corporate citizenship are closely related. The com¬ 
pany fulfills its role of helping to better the communities in 
which it operates through participation in numerous pro¬ 
grams by our four business groups and The Sears-Roebuck 
Foundation. 

Corporate Responsibility in Business Practices 
Sears has established a long-standing reputation for integ¬ 
rity by providing quality goods and services to consumers. 
Public trust in Sears is backed by the company’s strict adher¬ 
ence to sound and responsible business practices: equitable 
and non-diseriminatory treatment of employees, fair dealing 
with suppliers, purchasing from local sources, sound finan¬ 
cial management and concerned response to a wide variety 
of consumer needs. Working to provide greater opportunity 
for economic growth to all is a priority for the company. 
This effort is reflected in the long-term working relationships 
with minority-owned banks, programs to increase the use of 
minority- and women-owned vendors, promotion of busi¬ 
ness awareness among minorities and women and the use of 
affirmative action plans to enhance opportunities for all em¬ 
ployees. 


Employment at Sears Merchandise Group 

Percentage of Female and Minority Employees in Each EEOC Job Category 
(Categories as defined by Equal Employment Opportunity Commission) 

American Employees 


Job Categories 

Female % 

Black % 

Hispanic 

% 

Asian/ 
Pacific 
Islander % 

Indian/ 
Alaskan 
Native % 

in each job 
category (in 
thousands) 

As of year end 

’85 

’86 

’85 

’86 

’85 

’86 

'85 

’86 

'85 

’86 

’85 

'86 

Officials and Managers 

38.5 

36.6 

7.0 

7.1 

3.2 

3.3 

.6 

.6 

.4 

.4 

29.0 

26.0 

Professionals 

53.7 

56.8 

11.2 

12.2 

3.9 

4.5 

2.7 

3.1 

.3 

.8 

1.8 

1.3 

Technicians 

55.4 

53.4 

20.8 

20.3 

6.6 

6.4 

1.8 

2.1 

1.3 

.9 

2.3 

2.3 

Sales Workers 

63.8 

64.1 

17.6 

18.0 

5.7 

5.7 

1.5 

1.7 

.4 

.4 

124.2 

128.0 

Office and Clerical 

84.0 

84.2 

18.2 

18.5 

6.3 

6.2 

1.7 

1.8 

.4 

.3 

80.4 

81.7 

Craft Workers 

8.0 

8.1 

11.2 

11.6 

6.6 

6-7 

1.7 

1.7 

.5 

.5 

27.6 

27.6 

Operatives 

10.8 

10.6 

24.9 

24.7 

9.1 

9.6 

1.7 

1.9 

.5 

.4 

10.4 

10.1 

Laborers 

34.5 

33.9 

29.9 

28.9 

8.4 

8.3 

1.1 

1.3 

.5 

.5 

45.3 

46.2 

Service Workers 

32.2 

31.4 

24.3 

22.8 

7.6 

7.3 

1.4 

1.5 

.5 

.4 

8.2 

8.6 

Total All Categories 

55.2 

55.5 

18.4 

18.6 

6.2 

6.2 

1.5 

1.6 

.4 

.4 

329.2 

331.8 


















Patrol woman JoAnn 
Miller of the Hampton, 
Va. police department, 
is one of 55,000 officers 
and teachers participat¬ 
ing nationwide in the 
Officer Friendly pro¬ 
gram. Designed to in¬ 
crease understanding be¬ 
tween law enforcement 
agencies and citizens, 
the program works 
through classroom 
projects for children in 
kindergarten through 
third grade. Begun in 
1966, the program 
today serves 1.5 million 
children in 43 states. 



Special programs to recruit and develop supplier com¬ 
panies owned by minorities or women have been main¬ 
tained by Sears Merchandise Group since the late ’60s and 
by Allstate since 1972. A founding member of many busi¬ 
ness organizations for minorities and women, the Merchan¬ 
dise Group also operates Tower Ventures, Inc., a minority 
enterprise investment company. 

Sears, Roebuck and Co. has long worked with a consor¬ 
tium of minority banks, which began with four Chicago-area 
banks in 1971. The program now includes 52 banks nation¬ 
wide. Allstate also offers its support through its long-time 
program of making tax deposits through minority banks. 

In 1986, Dean Witter held job recruitment meetings lor 
eligible minority candidates in eight major markets. Both 
Dean Witter and Allstate conduct educational programs on 
working in the business environment for college and high 
school minority students. 

Corporate Responsibility in Sears Communities 

With over 485,000 employees and more than 13,000 stores, 

offices and other facilities worldwide, Sears, Roebuck and Co. 
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‘ We will provide 
all employees . . . 
with an environment 
in which to 
maximize their 
potential and their 
contribution 
tO our success 


engages in a wide variety of activities to benefit virtually 
every community in the United States. 

In total, the company contributed $20 million in 1986 in 
support of The United Way, health, education, arts and cul¬ 
ture, and civic and community programs. Beyond the dollar 
contributions, however, is a host of activities in which the 
Sears family of companies and their employees support their 
communities. 

For example, many communities receive help from All¬ 
state’s Helping Hands program, the company-sponsored em¬ 
ployee volunteer program. An estimated 75 percent of All¬ 
state employees have participated in more than 10,000 com¬ 
munity projects. 

Allstate maintains many programs to help fill urban 
needs. Foremost among them is the Neighborhood Housing 
Services (NHS) program, a network of community-based, 
non-profit groups dedicated to providing housing within the 
private sector for low- and moderate-income 
city residents. Allstate has contributed 
more than $6 million to NHS nationwide, 
and the company provides direct personnel 
and administrative support for 42 
local NHS projects. 

Coldwell Banker frequently conducts 
openings of its developments for the ben¬ 
efit of a local non-profit organization. For exam¬ 
ple, the opening of The Gateway, a Coldwell Banker 
development in San Francisco, doubled as a fund-raiser for 
the county’s Family Service Agency. 

Sears and Allstate have jointly published the Directory of 
National Women’s Organizations, a published listing of U.S. 
women’s groups. Annually, Sears Merchandise Group helps 
sponsor awards honoring executive women who have 
overcome serious disabilities to achieve major goals. Spon- 



Sears support of educa¬ 
tion ranges from safety 
and vocational training 
programs in communi¬ 
ties across America to 
unrestricted grants to 
colleges and universities. 








sorship is in conjunction with The President’s Committee on 
Employment of the Handicapped and with Pilot Clubs of 
America, a nationwide women’s service organization. 

Designing and funding educational programs is The Sears- 
Roebuck Foundation’s primary mission. In 1986, the Foun¬ 
dation contributed $1.75 million in unrestricted grants to 
939 American colleges and universities. The Foundation 
also contributed $1.71 million last year in support of such 
initiatives as public television’s “Mister Rogers’ Neighbor¬ 
hood” and the Officer Friendly program for grades K-3. A 
loan program for women students in graduate business 
school, and a project named Keep America Working, which 
links community colleges and high schools with local 
government, business and industry to develop practical 
vocational training and job opportunities, were also 
recipients of the Foundation’s contributions. 

In business and in the community at large, Sears contin¬ 
ually acts to fulfill its corporate citizenship responsibilities. 
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When floods ravaged 
Chicago’s northwest 
suburbs in the fall of 
1986, Allstate employ¬ 
ees came to the aid of 
area residents through 
the company’s Helping 
Hands volunteer pro¬ 
gram. Three-fourths of 
Allstate’s employees 
have served their com¬ 
munities through the 
program over the years. 
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TEN-YEAR SUMMARY OF CONSOLIDATED FINANCIAL DATA 
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FIVE-YEAR SUMMARY OF BUSINESS GROUP AND SEGMENT FINANCIAL DATA 
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CONSOLIDATED STATEMENTS OF INCOME 
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1986 


1984 
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SIZARS, KOI Bl (. k AND CO. 

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
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1986 

ld„a 

Assets 

llHi s'r'.'ills 

’ j'i ■ n•.•«.] si -. 1- . 1 .t: 

(market Si: 257 4 and $9,571.6) 

$11,377.0 

r 

Moi lempe lur.ns 

7,031.4 

6.4 . 7 5 

■ i r .. '1 r rod ‘- 

2,458.0 

s 

i 1 ■ il ' slat' 

1,692.5 

I.W4S 

1 ni;il investments 

22,558.9 

19.52 7.6 

Receivables 

Kct.nl customers 

12,408.4 

I 2.2: - . 1 

' 

3,275.6 

: 

Insurance premium installments 

1,301.1 

] "V 9 

.a ' aril 

1,271.9 

20 4 

i i .nil'.: jn-i. . : ■ 

870.5 

738.9 

Other 

1,913.9 

1.286 5 

[Vital receixa hies 

21,041.4 

: a 662 8 

V, j i • |u, ' v.'.l i;;ulfi lei •'•nuoils lo esell 

5,228.7 

10.655 3 

lei ent., net 

4,593.0 

4.541.3 

' ■ ■ dr-.e ir.ven lories 

4,013.0 

4.1 15 1 

1 si I'lA jiVs use. I ' 1L '_5) 

2,984.4 

: 

'IiJju a-.voim: >ecuii(k-s, at market value 

2,565.0 

3 764 ' 

< >ther assets 

3,010.2 

2. ' ■' l 

Total assets 

65,994.6 

60 -11 r V 

Liabilities 

nn u-i i d ;r 

10,066.7 

9 906.0 

In Mil am v. r .. , s 

9,952.1 

Xu )53 6 

1 V posits and ad' anees 

6,623.2 

. 

\eeounls pa-, a" • and •. > 11 n labilities 

5,925.4 

- : 

Sec unties sold under agreements to repurchase 

5,887.9 

12,022.9 

nearned revcrues 

4,412.9 

: • 

• -n 1 V. ii.- i imi a 

4,306.0 

. 

1 n; ' 

2,845.3 

.7 011 S 

1 > ' a u-d income taxes (note 4i 

2,451.3 

2.341 6 

Sn unties sold but not yet purchased at market value 

477.2 

1.253.8 

Total liabilities 

52,948.0 

: 

Commitments and contingent liabilities Oioics h 7 l 

Shareholders’equity (n ; 

" 'red hares A 1 par value I ^ shn es omsumdn • 

250.0 

250.0 

| -mi nan si p il :e 6 1 A id si .in c-ulsiandir y 

286.1 

7 • 

! .: P ; 1. 11 III C' 1 

1,982.6 

1 1S9.7 

Retained income 

10,367.6 

> -Ha 

M< k k <a ost) 

(89.0) 

: 06 ') 

Ca| a ' .iNc I'l/.aiv • itics 

364.1 

336.1 

('umulative translation adjustments 

(114.8) 

1 1 3d. 8) 

Total shareholders’ equity 

$13,046.6 

$1 1.7V3.6 


'li- .1 ' ip.- i> "iir i ■ a \ .m i in- -in : . ' ' 




CONSOLIDATED ST Vi EM ENTS OF SHAREHOLDERS’ EQUITY 


Vf.ir . - li I : -. . L’tnl 'I'T ■ I 


1986 

1985 

1 “84 

1986 

198-1 







Preferred shares — $1.00 par value, 






50 million shares authorized; 2.5 
million shares issued (note 9) 






Balance, end of yeJM 

$ 250.0 

$ 

S 250.0 

2,500.0 

i 

Common shares — $.75 par value, 






500 million shares authorized; 
issued as follows: 






Baiun- in liii ; f -- ir 

$ 277.4 

$ 2'6.1 

$ 771 4 

369,894.6 

36.x, 11 -■ d.i s:; i 

Issued Our soar 

7.5 

- 

— 

10,000.0 


iixciuu.gt’d tor Sears debt (.note 6i 

St« k I options exercised and other 

— 

— 

2.2 

— 

— 

changes 

1.2 

1.3 

2.5 

1,557.7 


Ba ,ii ( ' 

286.1 

277.4 

2 76. 1 

381,452.3 

369.894.6 _ 

Capital in excess of par value 

n.i'.j r '•/' i. 1 

1,489.7 

■ r 

1.243.5 



Issued vluring Year 

420.3 

— 

— 



1 nr- -u S.-ars debt • n • ‘ 

S':-' e ' I''. ' ' A HT 'fu - 



86.3 



, hanges 

72.6 

5K 8 

99.1 



Balance, end of yeai 

1.982.6 

. ,4a--' 

• l 



Retained income 

Hal.mce 

9,681.4 

9.038.6 

8.231.3 



Net income 

1,351.3 

io - - 

1.454.8 



Pr 1 : ..li _ -.lends 

L l- si c ' - Ills A . - - | -ei 

(16.8) 

Cl.5) 

(16.7) 



share) 

(648.3) 

(639 O' i 

(6 30.81 



Balance end of year 

10,367.6 

“.681 A 

< 



Treasury stock (at cost) 

Balance beginning >1 \ *ar 

R ■ ss ed .n u . : ] 

(106.2) 

(1 19.3! 

(133.0) 

(5,790.8) 

Co0\?) , :.( 7) 

teito estmem plan and other 

17.2 

i 3.1 

.7 

937.3 


Ba an t en<! or rear 

(89.0) 

( 106 2) 

(! 19.3) 

(4,853.5) 

7 i 

Unrealized net capital gains on 
marketable equity securities 

Balat •. 1 gi ing nf jt 

336.1 

152 3 

754 (; 



Net i rcasi (det iease) 

28.0 

183.8 

(101.7 ) 



Balai • ri '• . 

364.1 

336 1 

152.3 



Cumulative i 1 anslation adjustments 

Balance, beginning of year 

Nl l - Jecrcasc (increase) in uiu caii/ed 

(134.8) 

HD- 7 ) 

(63 3) 



losses 

20.0 

(17.1) 

’35 4) 



Balance end of year 

(114.8) 

(134.8) 

«ir.7) 



Total common shareholders’ equity 






and shares outstanding 

$12,796.6 

$11,543.6 

$10,660.9 

376,598.8 

.364,103 8 3M.nn l "i 

Total shareholders’ equity 

$13,046.6 

$11,793.6 

SI 0,910.9 




See no impanying notes and the sum man ' fimnivialstiieffient& 
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CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 
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NL .ir 1 

i 3 rv vi it - 1 


1986 

1985 

l y*4 

Cash provided by operations and retained in the business 

Net income 

$1,351.3 

$ i ,303.3 

81 454.8 

•< | nee reserves 

1,902.7 

1.155.2 

655.0 

in. iv;im i; in n ec venues 

853.0 

48 4 

216.5 

Depreciation 

518.4 

444.8 

4 12.4 

Deterred income ’.axes 

103.1 

80.4 

1 864.) 

. " . >t delv. ■ • . uitl ' n> 1 .n-c:isli liens 

115.2 

70.3 

46.2 

< ash provided by operations before changes in operating 
assets aiu’ liabilities. 

4,843.7 

3,480.4 

2.970.9 

rense ir accounts p-ii>1' a . ■’ 1:.’ Titles 

551.1 

1,690.1 

1.358.1 

: • v.im* (iii‘ ■ ease 1 in nr hnndise inventin' 

94.5 

371.7 

(945.2) 

iso i mi • ,i iient and > ihor vceivablcs 

(831.6) 

(31 .1) 

()28 1) 

In reas. i olht i assets 

(376.4) 

(512.7) 

(21 3) 

(..ash pro' ided b> 0 | Lons 

4,281.3 

4,712.4 


Dividends paid to shareholders, net of reinvested amounts 

(637.0) 

(636 1) 

1591.6) 

Cash provided by operations and retained in the business 

3,644.3 

4,C '6.3 

2,187 8 

Investments in operations 

V. ii. <es: a. nl addin . ; 

(2,268.4) 

i 1.238.9) 

(751 5) 

InMV.ise in Disco'cr Card r L \ci'ablcs 

(1,251.5) 

(20.4) 

— 

Net additions to mortgage loans and finance installment ih_ 

(745.2) 

(695.2) 

(1.570.4) 

Net a vie, ' ns < pmpei e> and ‘pn . : : 

(538.8) 

(62 4.4) 

(839.1) 

a'" • ’a : nisi1 ■! ' ’ . b 0 i ■ sab. s 

of accounts 

(37.7) 

(2,073 4) 

(2.038.2) 

-ei m -o- 1 seem i " 

422.8 

( 

1,373.4 

Cash used by investments in operations 

(4,418.8) 

; -.308.4; 

l3,S2o.X> 

Financing and deposit-taking transactions 

In rcase in osi s and ad'.an res 

1,344.4 

251 4 

707.6 

sc 1 ’ n.-i r. ’a r s io resell or repurchase 

(708.4) 

1. »5 S 

(1,352.: i 

1 r ■ i • • r i -u 

561.6 

466 6 

i ,554 4 

i a ii o. I> ;: e U rr l 

(494.1) 

(58 .2) 

(432.6) 

Nul u ;h. i- i >' lies 

317.2 

623.1 

308.3 

Ti ....... e 1 in u Lei Ci Muni. I c nco >L1 

(114.2) 

l,06n.9 

MS 1.3 

Common shares issued 

427.8 

— 

— 

Common shaies issued for er i pious .stock ideas 

67.4 

48.7 

94 5 

Preferred shares issued 

— 

— 

245.3 

mmon shares issued in exchange for debt 

— 

— 

88.5 

Cash provided by financing and deposit-taking transactions 

1,401.7 

PS24.3 

1 8<b.5 

Increase in cash and invested cash 

$ 627.2 

$ 592.2 

$ 262.5 


'• , •> • i:; ni U c -.vu.ili __ U:-... - ... .. . : il- ,J. 







ANALYSIS OF CONSOL IDA I I D FINANCIAL CONDITION 


; ' ;r r ’ ior tc- 

r . -1 '' ■ s 1 I t »m p a i u n r' s I 

• ■ i 

, , V „ II V. 

. _ . l< . 

the gash ' -j.. 1 1 i lies . ! iii' 'ij s . si 

;i,i''v! < > ill'. ■ lime, ."id i j. .!. he mp;ii \ • . uv'i 

on the cash available in invest in longei terra Assets 
.and uiteres' Pea ’ ■ ce m . ,r.. it I as put 

v ' 1 o' t • hose : vrr- 1 run, Nr ’ 

* .: ' ics. rcpui i.t'’ ' 

It:..! d 1C Ci!IM 

Imam i n g, 

The company's principal source of cash is 

s. 

lionsbctoi 1 idei ' u i 1 u* i; ■ • ■ 4 } 1 1 n in 

1986, compared with $4.7 and $2.8 billion in 1985 

.•m: I" i • 4 '"- ’’ . ' mil.' i elated 

To or* 'noaiir . nd c i v im. !iU, .in in-: ]/, ] ii 
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ANALYSIS OF CONSOLIDATED FINANCIAL CONDITION 


Effects of the Tax Reform Act of 1986 

iC 1 t -v kctbriT, A cl '.‘I I' ■ N6 f \ci) sign hem / 

1 . * c K'dcr.jI iii 1 - 11 '! ■ ^x.diioij o? aupo'^ii ’ 

in. ; S"."1 !•<: ■ cb’.sck n V. ). : 
reduction in the ordinary income rate, increase in the 
? -n oi le installmen> 

' le from retail credit sales, 
a i Hun t, los ■ rv JLcounlin-. and ic\en 
■ Us. .. nd : k . oi la ‘.-exempt sea.nlies for 
property-casualty insurers, capitalization of certain 
retail inventory holding costs, elimination oi the in¬ 
vestment tax credit and changes in depreciation, 

I hCseand various other provisions impact the timing 
and amount of taxes payable upon reversal of book/ 
i x ' tf ii ’ ■ which mounts : iv- pic iousl 

vvcn oi ; ui e si: Its of operation'¬ 
ll., .!.!:• .Hid : mi ciai pos’ : >r 

I lie pi ov’ >n of ' lie Act a hich iO^t sii:- 
1 1 \ in st; cm ran s defend Lax amount 

is the overall reduction in income tax rates. As a re- 
iuI; •.»! if A n-d.iCti. . f. ;u ; ymcntsofdef ••ed tax 
amounts will lx- made at tax rates that are lower than 
the rales originally used to provide for these amounts. 
Shareholders’ equity will be increased to reflect this 
lax sax mgs, either by inclusion in future reported in- 
’ ■ ■ 1 'Ci j h 1 -u rep< i nc on 

•« ' i' l \SM i 1 arc. Ua 1 ‘ Ac ■ 

io ’I x- rc nuclei d 

1 he principles proposed in the FASB expo- 
S'.I c ' . xoul .. s - I Ik .mils' ( i the manner 'n 

which income taxes are accounted for. Hie exposure 
draft proposes a liability approach whereby deferred 
tax 1i ibi.:iics are adjask 1 'or h; iges in tax rales 


when such rate changes arc legislated 1 he exposure 
■ i - >0 -S i ; rc! l.i ■ i s 

on items presently not so treated, such as umlistnbut- 
1 ■ ■ . % ' git mj bsidiar h i 1 1 i oId 

plus otsu K k 1 - 16 ;i;i!H • II • Mil III! • p L-1 i 

debt reserves of savings and loan institutions (al¬ 
though the FASB has tentatively decided to delete this 
provision in the final statement). The proposed effec¬ 
ts date for the statement is generally in Iv.xs. 

\s noted provisions of the Act also affect fu¬ 
ture tinancial position, liquidity and results of ope ra¬ 
ti j. i iquidity will be unfavorably impacted for the 
next several years, primarily because of the loss of the 
installment method of reporting income from retail 
credit sales. Taxes previously deferred under the in- 
stallm ir- ' v' II be p.i u 1 . a l \t Join \ e.ns 

based on specified yearly percentages. J iquidity is 
also unfavorably impacted on an ongoing basis by 
loss reserve discounting and revenue offset, although 
tin \ct din-s all • I “fte •: t.u ’ r d : . < mi'.in 1 ••• 
reserves which will favorably impact net income in 
1987 and to a lesser extent in subsequent years l he 
unfavorable impacts are offset to 3 certain degree by 
the reduction in ordinal n mic sirs. ()g an r.go 
ing basis, he ix law arc not expected to 

significantly impact the company *s liquidity or capital 
resources. No significant changes are presently am- 

t<- j". i . v.c ',111 >6i ,iiions ..i icsuJ; of 

the Act. 
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Summary of significant accounting policies 


It. 1*1 ! s of presentation 

The lated financial statements include the ac- 

cr-uni' i'! Scars, Kochnci and > an.! all demesne 
• ’ll. 1 tM ! 1 .in 11!r ;i .i n > -1 in I C'• in; i;i r 'ms in \s an h 1' ■ 
h.m ft ' - 

ship 

- 'll v. 

> i I I : 44 . ; 

summon. "1 business segment financial data and, 
beginning on page 59, separate summarized financial 
statements and notes for ea h ifthc ’sbusi- 

ne$s groups .is well as the signifies ng 

policies unique to each group. Although not .1 pari of 
the nn.in 1 i M.unnn nt ..Kn ii , Ituied wit i the mu 
solidated statements and the summarized group state¬ 
ments are unaudited analyses of results and financial 
1 ' .ihIii >11 .iiid • \ir suni'ii i. . i tons iddal'. d 
financial data. 

1 .1 S'if' i • ■ 1 ' !- on runic ir. 

the IT: i IdS -4 t:ii.in. 1.1! sluicnKHts lo cur lo:m to 

cuuc:il asv.ounting ckissihcalions. 

Basis for assignment of debt 

I >rbl ata! the 11 ...1 \i in:.aest •. • imisc h.ixc l*mn 
1 ' at i.me . ;l • 

;.'i ‘i.ps l .'.all ; nut • bill •/ > >f 

Sears. Roebuck and Co.. Sears Roebuck Acceptance 

< orp (SRA( : 01 Sears Overseas Finance N V. 

A portion of thept toled Corpot ate debt is afl< rated to 
Sears Merc handise < rroup, principally to finance 
domes - a ic ren vnhk s . . 1 • i ><\m \V tv. r 
11 ’ 11 1" 1 r 1T > 1 

■ ' 1 I ■ . :V S. I ll 1 . .11 III III H ‘ 

< 1 I 11 it ! ' l.' jcnct.ill in>’ tnv alh - .Ha! l.i tin 

I'h ■ . u1.1l- 

I'. i’CM'.T.lti. d 1 . .. 

vestments. The average cost of the pooled c orporate 
debt was 9.8 I0.2andtl l| >86,1985 and 

I ‘' X 4 

Property and depreciation 

I Vpi •• 1.1 mi ; ' : . ‘ " 1 ' >'u. ani¬ 

line IIK’I l|. >d. 

G«xid» ill 

< )lher assets included goodwill of$392 5 and $399.6 
million at Doc 31. 1986 and 1985, reflectively. 
Goodwill represents the excess of purchase price over 
tan ■ a I uc 1 

' 1 1 mi I 1 1 4 J ■ 


Income taxes 

rhe results of operations of the business groups, ex- 

. pt lit: tr- lira. . a.:: - c pci^liu ■ ,. i_ y «. 

ed in the consolidated federal income tax return 
Sears, RoebuckandCo Tax liabilities and benefits 
are allocated a*' generated by the respective business 
pinups ci 1 nr -■ 1 net vool* ~~ 

n rt tic a l.ihl on a s par.it et h U S. 

income and foreign withholding taxes are not provid¬ 
ed on unremitted earnings of international affiliates 
w hu h the company consid permanent invest¬ 

ments 'liu cumulatiM ami un'. "t ^nrcmitud neume 

10 ! Ci 1 1 . ■ ' >1.2 1:11 .1011 a Di ... 


1. Supplementary income statement information 


millions 

Year fnded Deo 

•: 11 H’l | 


|98>» 

1985 

1984 

Advertising costs (excluding catalog) 

s 1 . 1: - ; 

• ’■ 

$925 : 

Mamtcnam c and repa m 

277 0 

."(4 

2 '< \\ 

Dill Cl 1:1 1 ,U lull .. 1.11 Ul L 

Property 

7 

•• 2 

1 M .2 

) '■ - in 11 .j ' 1 • 

1 s \t 

19s s 

167 2 

1' )lhcr 

1442 

1 24 9 

99.4 

1' ivisioii !.>: uiKohc. t’li .in Hi- 

..-r 

> 

1 /M.3 

Kcalt/cd tor,- 1 cn uni'rir \ ’i.ingi 
- - 1 1 i 0 « 11 n •' 1 1 ' . 1 ; 1 . ‘ 

income taxes 

12 0) 

t 1 1.71 

<2.5) 

Ini ■■ " 

: ' 4 

; 5 

: .7 


2. Corporate 

Corporate operations include revenues and expenses 
which are of an overall holding company nature, 
including that portion 01 administrative costs and 
m crest a Ii , r- is - - i*"i to t c :*o -m 

busim ps Hie Corporate statements of income 
consisted of: 


-11 

Year 1 

1 r.dril 1 )< 1 

ember 1| 


|4g6 

1985 

1984 

Revenues 

$ ro? 


\ |69 6 

Intcrcsl expense 

2‘v4 V 

105 4 

10/ s 

<) pc faling expenses 

146.6 

188 1 

169.9 

Operating loss 

(261 ' 1 

. 

1 IH.S | ) 

1 Mhci • 11 r 1 1.. . 

1 34.2 1 

(8 6) 

"1 3 ' 

Income tax benefit 

143.8 

158 7 

156.5 

Net ( or|mrI. expense 

( 1 s: 1 > 

(15s »)) 

. 

Scar VV mid uk, ; ' 

(398) 

' 

(24 8) 

( orpurale Jtnd ollu i 

1 

(166.4) 

1154.2) 

1 1 11; :i - 1 'i !, . . 




business groups 

1 . 544 : 

1 469 7 

i ,f-i id i i 

Consolidated net income 

SI.351 3 

5 , uni 

' 1' l ' 
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3. Benefit plans 

1 '• ntt. foi i IIOJIK-Ii! •: t . » ngs-rekue . 
I i'ins sw: . • folk i\vs 


) eai 1 nded ! kecembcr 31 



I9K6 


1984 

Pension plans 

$ M •] 

:• 5.0 

5 I'd.: 

: :ng : ’mti Sh a g Rm.i 

S. ars t m 

Dctaicii (.ortrihijii.m 

Vs. ■ 


116.2 

Fmptoyec Sunk ' Ksncrship 

Feature 

7 

26.3 

24 7 

I' ■' ' ! . .. 

ntr. 

93.3 

89.2 

I h . pl.iav 

20 8 

23 2 

2 

> Ol<J 1 

$355.8 

$557., 

$5 5a. 2 


Pension plans 

Substantial)) all domestic full-time and certain part- 
i' ie > ntpln- „.-s ai.- cltgib.'; . ) -.irt'cipate in noikon- 
tributory defined benefit plans after meeting age and 
service requirements. Substantial!) all ( anadian em- 
ploye ligible to participate in contributory 
dr fried ben: ‘plans IVnsu. ' benefits are oased or 
! -“rrth rj sen'ice. cu ter average annualcompensnijo 
oi final average annual compensation and, in certain 
plans Social Security or othei benefits. Funding fo 
the vari* u* j ol l. mr " s . te m.u : 1 .n, 
various actuarial cost methods, and amounted to 

. » ■ , > and $2<>s j nil n tui 'he mi ,_ars 

1 , .. ' , nd lys-l. re--i >‘Cti\ el'-.. 

I he actuarial present value ofplan benefits at 
Jan. I, 1985 v 12, li.6 million, based on an 
Mimed rate of return of 8 percent, and included 

0.4 million of vested benefits. Net assets availa- 
lnn 'cnelits re cd ,°%. mil <o ' ;hc 
same dale. 

Ik eJanuai , lyM- tl". conn my im- 
plem u t the i ie> visions of Si em- -.tot Financial 
Ai u .n i •. :• .mdards No. S: I mpl- yers’ Account- 
" ivr sums’’, which in : n.>.. modification ofc 

tai act_nal assumpiio: s. Pension expens of Sis l. J 

million was recorded in 1986 compared with pension 
expense which would have been recorded under the 
fe \ i o ■. i s a c e ot i r u n :• ril e s a nd aciuariaf ass u rn p no: s 
«• f b ; i Mill'- mi I he ctlect o :cchange in acc"..ut- 
, ■ :r asc I' >e r . n 0" by i 9. il -t 

• ■ J 1 - ■ ov. 1 : ■ • t hi! • . 

- --.Min i : i .'A'' w« oi ipi jf 


wing: 

n <1 .... 

e . ....»c ! Ji.niir ill pci 

S189.9 

Interest ..n projected benefit obli 

3U6 3 

\lUJ,ll i "all-■ a|| p|.,II .ISS.'Is 

(S' 


108.4 

Pension expense 

$ SI 0 


Weighted average assumptions used in ac- 
y ligatio r 1 ssets in ! v- \ • : 
Discouni rate 9'k> 

of rcaw m compensation levels 6 09b 

r X | h 1 I .llC < 'V-- 


■ II IIg i 1 ■ ' - i s' u r li d Ma 11 ; v 


millions 

A cts exceed 
accumulaicd 
benefits 

benefits 

- 

1 Il, v. C vi 

ithliitalMf!)-. 

wSPd bfcnt-iii OlMikotiOd 


$144 

AcCUiiiuiairu oungalion 

$2,881 

$164 

Pm) cried 6c ncli • 1 a at i c.r, 

(l'BOj 

$ l t,x : 

5 .. « 

‘..in asset r fan alui prin.ir.t 
p.iblul k'• ■: 1 1 ’ .K. 

4,09 3 

117 

1 'U < v r S Ili.ir* • 

assets 

441 

(07) 

"CCPgr. /c 1 loss 

364 

15 

L.'n a) i /.cd transitioj) i! 1 asset) 
obligation 

(70S) 

1 

.\duiM.'lttr.t ; to J.-'. .• I- 1 

mm; m u ai 

_ 

(9) 

t'l ai 1 '.1 h hi | ■! • 11 - ' ■ il 
t.'ud .„i^i fl ! lJCC. 3 

$ 10 

$ (40) 


Profit sharing plan 

Employees of most domestic companies, excluding 
primarily those ofDean W itter Financial Services 
Inc. and Coidwell, Banker & ( Company, are eligible to 
become members of I lie Savings and Profit Sharing 
Fund of Sears Emp >yees (1 ind). The company con¬ 
tributes 6 percent of consolidated income, as defined, 
before federal income taxes and profit sharing con¬ 
tributions. The total contribution is allocated to the 
business groups and Corporate based on o percent of 
the participating company's respective operating re¬ 
sults. 

The company makes an additional contribu- 
tior mi.:." tli • • .j- : Sto - Own Vy f ir 

the Fund equal to one-half of one percent of the total 
payroll ofall eligible employees and receives an equal 
tidOT.il aeon i? taxer * dii. • hisconli r*io:n is used > 
a^uire corn pre y .toe 1 -' >r • local ‘>n to I 

employee based upon total compensation up to 

$21,000. 

Retiree insurance benefits 

Soars, Km I'm: k and \ an:* k subsi i a s p ovule 
certain health care and life insurance benefits for rc- 
i d npl v, v. : :cnc »* v u i ' » on 

oyt i { fliiie it. . ■ ot .is it tl *v 

tire a acco' .Jim- . h h cor par) s e«iabL 
tii?™ nt yoli ■ .id. ■ 1 jntrmously ins red ier 
tli c i!.;' ,'s Juup plans r othei a. r< .ed plans 

for 10 or more years prior to retirement. Qualified 
part-time regular employees are also eligible for life 
insurance benefits. The company has the right to 
modif\ or terminate ; ie.se ;;’'n- in tl c tii‘- . I besc 
'vcnelus are landed k *y inMirancc cc; ■ aits nos 
premiums are based on the benefits paid during the 
year. The company recognizes the costs of pro> iding 
t‘ sc • iii by ' \pi n- lie i ni. pro ts. 









4. Income taxes 

I u < me lx-1 ore income i.iwv . o nh m net income of 

unconsolidated companies and minority interest was 

is follows: 

millions \ at l.nded I V'm h" l l 

Ills.) 

I ■ Si?! y .; >>.'• > «* i.9 

f oreifci 124-1 !.■•!» >i • 4 

c-iu_ $,x:x' si.’s'v- $i,i 

and foreign income taxes are 

1', 1 , • I - LiMe. c I 

O • l 1 r-11.; KI U > 'II ''111 Lt ■ ; 

'soO.J null ion Jn lotJn _Rdutjn V t* .?i. 

life insurance companies to recompute 
sci \ cs foi ta ■ purposes as of Ian, l, 
1984. which reduced related deferred income taxes 
p.-Ovuled H p i' - ye.:-" 


hill I 

- i • 

in X r • 


|98f> 

i 

i 

Pnnisimi 

( in cut 

I >o'i si i. 

$ 14" 7 

$248 1 

s:s: s 

]■•' n 

1 .s' 

(46.2) 

' ■' i 

1 rr. I|!l. 

13 - 

16.0 

23 o 

i ll.ll 11,1 It 

3 9k 4 

23'; '> 


l deferred 

1 Kpi il’.l'M, 


s: s 

S ' s 

]' -nsii.n 

89.3 

- • 

1 t 9 

Irwallinv. ti* s.;k-' 

(46.4) 


jil - 

K ■ *. i 

19.7) 

(10.4) 

r ! . ' i 

IX'tlTied pnllC- its Stilt f U* :• 

35.7 

29 9 

23 2 

l’r,,(X -P. li.ihilMv .nil ~.v i i j 

j,l u'.ti’icnib 

18.0 

: .6 

5.3 

<. . 

4 ’ M 

— 

- 

M u .i- 

’ ' 2) 

" X 

(41 2 l 

f >, Vt; ud i - - 

32.3 

«,S '> 

4 y 

Olher 

. ' 


6.6 

total deferred 

(IV. 6 

S' f' 

Is", 

i i . , ■ i i. n ■ ’ ■ . • i • 111 

prut ision—i urn-lit onerannn.s 

u.o. 

32'.'' 

. . 

1-' In; i inn • • 1 I'd 1.1-.-' luc i 1 • 

k>. R. Ur m \ l ■ 1 1 s • 

— 

— 

(Mil 1 

1 .. .... M-ionic i ■ < 

provision 

S p'O 

V . s 

... 40 

1 liissitih.iii.in 

I d 1 l. , 

Current 

id •'<) '• 


5 i f,(, 

tXdmed 

30.8 

7 ’ 

: « 

State income lax 

' knvnt 

V 


' 

IX ed 

9.3 

iVU) 

19.0 

i „ |-n r , •, 

Current 

43 

3n 1 


1 X-terred 

2V. S 

i < " 

(6.2) 

r • ! 1U " L 1U : sUl'.. n 1 "ill.. III!', u •. 

• >fi 

5 ■ 


> 


A ■ >ri' iliutuu < • i' ■ stain: >ry U di ial im.i *mc tax 
nc c lie is ■ i^ ioi:11 

Year Ended December 31 



1 j 

, 98 5 

1 984 

..... . . 'ax lie 

OpiL. I_;i .. .. 

4-, ( t 

4- d 

4b l)9ii 

, 


2.0 

2 

1 . 

1 

( 

11 H'i 

1 >)', nliT.ds - rd .-v. tusii m. 

ml 1 I 1 ■ 1 : . • (1 


(2 6) 

(2 5) 

I;i\ Ketorm -\it of 1984 

— 

— 

D l,i 

c 

_ 

(2.8) 

i. to 

■ | 1.1 .,..1 vied.'.Ill 

J) 

1 3.61 

11 9) 

' HlHT 

6 

1 

( 3) 

• r ni.hii .• la\ rjie 

25 2% 

i •< r. S'. 

24 1% 


5. Short-term borrowings ohms' I o 


i: i i 111" 11 s 

rx> 

ember 31 


1986 

1985 

C 1 1 

it.it 1 . !i an* 

•'j ill d ; 5 

Oil 1.i• r . .Mi'- nun tpall;. tnM'ian! 

su» , 

1 6 
763' J 
338 ' 

SI 131.6 
1.522.4 
942 : 
399 4 

1 •• 11" in^ 


$3,996 0 


\\ Dec. 31, 1986, the consolidated company had 

if.. lo.vs • : bai.r. i \i . s ppu>\inutu)K > - ; bil 

,< 

i- ci.i tni.mgl SK \t, wili rr. 1,,1 • kt:o 

under which $3 5 billion of revolving credit was 
.r- ail.u-Iv Doj iubtiuU'c.l l lines ;n c j ,:n_. tide ... j.i'J- 
ly -it various dates and provide for loans of varying 
maturities at prevailing interest rates. Phe company 
maintains informal compensating balances oi pays 
con ’i 1 i ei x ' iii nh cot tarn c r 

'In. - mci ii n m. test . ii< nx ihc ip ' - 

I • I in CS 

31 , I " , .o • . I mu' ered.t 

ItM i l-» . • • l. • ' i 111 • 

p.ipci it ii.i - k , 'I Mil i '. 

SRAC intends to maintain more tin 
commercial paper outstanding during 1987. If need* 
<1 SR \( < .in refinance this debt on a long-term basis 
us ; n? •cements 

i ■ ■ ' " I 1111 * 1 • 1 X'.vaps 

effectively establish long-term fixed interest rates 
on short-term variable rate debt, i he company had 
merest rau swap agreements effectively establishing 
fixed rates on $2 I billion of debt at both Dec. 31. 
1986 and 1985, with a weighted average effective in 
ici est rate on all swap agreements outstanding dui 
each respective year of 12 68 and 11,95 percent 1 he 
average maturity of agreements in effect on Dec 31. 

I v »s X IP. 1 • v nr 1 
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6 . Long-term debt - r" i c !oll- 


r ilia 

December 31 

Issue 

1986 

L98J 

>, ars' ki>. i 1 iv. i and ('o. 

$ 

son 

| 50.0 

.. N Jur ->..•> 

200.0 

200 0 

a.-' N s. I'K’ > 

750.0 

2 so.o 

' ■ '• n It'.inJs. ill ' 1. .>91 

56.2 

53,1 

i < 1 a i ! 

231.0 

231.0 

Si . nid. t'n:u? [ V'v.uri", a' i- 199' 

31.9 

36.0 

v \, u-s due I99+ 

23b 9 

230.9 

r 1 .ntur.-:, c V 

5S.6 

38 3 

I sti-iiil. r»lf Notes, 1 ."'i !'j \p.’. _\ 1. ‘i : . 
due 1999 

2 0(' n 

2m % 

^ 1 ’. •' :: 1 m . ■ 

2000 effective rate 14 8% 

. Ki.a 

: , •' 

'• i ii5 > i II '.ire va — ■ 

Cltccti•• L- rate 14 <■% 

i 63.1 

>C 

1 L^bt .nor s, . i c '’nn'S 

.83 

8 : , 

Jr ' Dc’ • aue l\-)i 

250.3 

2 30.3 

i r—, (i i 

250.0 

250.(1 

2 A v II ' j>es. !ui J!'|4 

300.0 

5 0.0 

Capitalized lease obligations 

88.3 

90.5 

>•' I'fli \. CCpiaiiCf r ' 1 s p. 

1 i 1 *i v■ i• :i paper bad-pa i\, ' ing 

ii 'lit agivonunls 

3,500.0 

3 “C j 

f v : i a p i N~ies 

i ■ M'S. at l\v. a 1 , MSSj. 

13 n ->nfh*: rater dcr .aid 

344 0 

376.3 

'aS.' 1 98:3 

— 

125.0 

a . . .a . [ n; lcial tion 

■ m p i 1 vs 7 

100.0 

1 

9.60% P 1 7516 Null's, due (986 to 1089 

93 5 

93.7 

: <• : 

35 7 

38 8 

i; ' ■ ii Notes, due l >8f. to I9*M 

24 8 

31.9 

i>i a ' as 1 iiiituu V (guan.ip... 

b) Stars. Kuebuek and Co.) 

Ib',% Dutch Guilder Notes, due 1987 

46.0 

36.3 

. N' es.»:u- r 

1986 


9 2 

c NijP. 

1250 

'3 

■ •- ' Ol :S, (illc ' J 

Jim 0 

i hi :: 

i a» x. s . pc 1 ) 

50 0 

51 l.ll 

s, d , i‘ > ■) 

38. 1 

39 

o Cup iy' 

150 0 

150 

1 -’S Nut-. -. due |9v| 

151. 

i no 

>*'•' a ' ra : b -s. c 1991 

105 4 

i p3 5 

< N' tes, $4 0 . riioii face value, 

v , eifect ■, a rale 15.0% 

195.5 

17 1 o 

l 1 .‘-Ji N ' rii.r 993 

150.0 

I'M 

1 1 >ual i ni!; ii.N les, c 

63.8 

61.9 

bonds. 3400 iiiilaoii face 

94, , rate 12.8% 

164.0 

145.4 

— Co-pi ' • is. a 0 million face 
i ue '’ir -fTe -c rale 12.0% 

135.8 

m 3 

iliiui.ilt 1 )e*elnpiiient Go. 

S N cs Itie 198 ' to ! 

68.4 

88.3 

'• . ' 1 14 S \fui !gai i ■ . dm 1 f 

445 7 

->1‘ 1 

•banks 

195 4 

45 4 

. ' .111 .i 1 r> p. 

i> v-nc.i res. ue • • / 

8! 1 

8' f 

: !)e 

32.5 

3' 4 

i n i i o't i tg.<i c I'-O'. r 

»99| |o I4«J3 

18 X 

71 3 

dm ■ - 

8..3 

7C.U 

-a " ieh ■ ness of 

subsidiaries 

26.9 

26 9 

1 '■ live ' b i 'IS 

1 28 5 

1 1 0 

Sears Vuiptam i Cu. I id.. 

V .. ' S. v.- res. uu 'UiC 

lo 2000 


VI. 5 

U0i Mibsiiliarii-s 

. ' Ir pp - ILP ■. .Mi;: rfipita 
lease obligations 

331 j 

328.5 

1 ala . v term a. hi 310. 6o. 

S o H 6 6 


l ' >\ long-ici in deb- rr;n :r.lies lb- ihe 

ncst fi\,' cars. excluding S >1 rmili. r t notes pay¬ 
able 13 months < m afterdemand :nu 

specified maturities and commercial paper classified 

; .■ >i / t. * i a-* • II •». 


’VcaJ tuidii.g IXxcmbci 3! 

jnilhofi.s 

987 

S498 6 


ShK J 

1989 

5! 3 6 

3990 

30 H 

?99i 

59 .j 


During 19$ (the company c i.u.d, r.uiion i ucs 
for $115.1 million principal amount of long-term 
1 resuiun man !ftci'tn\ car >; $.\S.4 million. 

7. Leases 

Theeo ir 'e.i'Cscc; .tin slot os, con. ... 1 au¬ 

tomotive equipment Certain offices arei so leased, 
including an operating lease entered into by Dean 
Witter Reynolds Inc. in 10H5 for substantial space in 
Two World 1 ;-aue renter, New York. 

pit'i lease of y.ri >ns n e 

based ni n contract w mi n r r- 

la.m v 6, i: : ‘ • : 1 • r* u. • 

a i}' i i i -1 ■ u uni s; . i j" i d 3 . 

< eft. 11 ici!’ 1 i- jem s\a ; ir m. ry'imis. 

';»e- a 1 c rei 1 iN v,r■ : . > 5.6 a 

$466.7 million, including contingeni rentals of $39.3, 
$32.3 and $34.5 million, foi the years ended Dec. 31, 
1986, 198" an ' 6S4. 

Minimum fixed lease obligations, excluding 
taxes, insurance and other expenses payable directly 
by the company, for leases in effect as of Dec. 31, 
1986 were 


u i"l IS 

0 iipn.ll 

s 

Op M ating 
cases 

1987 

$ 3«i y 

$ 396 8 

198s 

4.1 

340.: 

1989 

* 7 ^ 

2 AS .’ 

19 4° 


23i i.5 

1991 

Vj..5 

166 6 

AMp. "91 

r*. 

ti.l 19 S 

Main tr airnti 

637.3 

32,521.8 

; scout or mv s (p rn uu - taxes' 

1 


ivi rnte.rr.-'. 

360.4 


resent "aluc of i 1 iimti r Paso • vr'u"i'.s, 
prinoipaily long-term 












8. Pending legal proceedings 
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9. Shareholders’ equity 
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iiRtn: l ; t l . . ! 1 J nl •! maplm, pe 
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P m> dud tes u: lu u ul . ... L l . 

Preferred shares in M. *3: • V.i . Ruclnkl ..nd 
T • issued '• • 11 lil I u '• \ i ij u si a Mi KaU Pi eU n 

Shj i'i'"- hi i , i i , dl p i : > If"' per 
Ikii 1 lures were rupsianc : Dec 31. J'nsr. 
and Cln Mends . ' ' p 

■I ni I'.: 

aftei May 14, 1987 through May 15 1989, at the op¬ 
tion of the ci >mpan> in whole c n in pai i at a i edc mp- 
ll'> pi AC I'D 103 P-. .. c , I' l m mi 
si i.i re. .. piek u d.n.'d i\ linr.l d \ • Iiiil'Ml Ills 
a iT. idend preleienec aud a litjuidation pretej aim vh 
$100 per share, plus accrued and unpaid dividends 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS „ 


Stock option plans: Options to purchase common 
stock of the company have been granted 10 employees 
uLi'.lcr . ju . : 1 is j prices c>|" - 11 o a i 

value of the stock on the dates the options were grant¬ 
ed. I he company adopted a new employee stock op¬ 
tion plan in 1986 in which six million shares were 
made available for grant as incentive stock opli 
(whk h receive special tax treatment) or nonstatutory 
stock options. Certain options include stock apprecia¬ 
tion rights (S \Ks> which* upon surrender of the 
option, permit the optionee to receive the excess of 
ii : 'on . , .irkc! ce o '■cl "Pl.on e ** ’ 

addition, the com ny u.i j>.iy to ; he op ice 
comic lion will <. .tab optic us*u S\Ks n amou t 
generally equal to 46 percent (or such lower max¬ 
imum corporate federal income lax rate then in effect) 
of the difference between the market price and the op- 
ticr. price.f'ptiors ami S \K'..n L i 11 • i ' it 

in four equal, annual cumulative installments begin- 
:u: i uiicy.ni al: i n :CateoI' erru i, ami, cm -a: ’ex¬ 
pire ; n ! or 13 yr, s. 

C K . ; i ■' StO I options k-: i ’C wills 

■ A,! 1 >i\ 31, , >X6 i as ' How?: 


thousands 1 ! ! shales 

5 car Ended Do. rmivi ; i 


1986 

1985 

1984 

Ii -1 1 n r, hal; nw 

- <-Mn 3 

' - 6 

i 3 128.6 

Granted 

815.5 (a) 

1,?’3 5 

21 l 

i exercise ! 

(! ■ i 

' 1.31 

( 

Cancelled or expired 

i'll 7 > ivi 

(450 3) 

(608.3) 

Ending balance 

8.640.8 (dl 

9.696.3 

10,157 6 

Reset 

t) 

3 160 -i 

4.611.2 

Exercisable 

3,016.7 

5.844 7 

5,856.3 


On ( •“ :* r oi'S - ' 'housai’.'-) shnre-x 10 I’lr 

J. ! I secs ."ii>. M '■ I ; . \ 13.. .k! ' :.4 111 ...I)d 

shares granted under the 1982 Plan, at prices ranging Irom 
S3 44 to $4 ’.31. 

(y) < 'isis ol ... >m| cV u ii des lire >7. , 

price from $I5. 1 >4 io$18 38, 581 7 thousand shares under the 
■ j.o ii at a ;tk 1 i I6.75 i S3? sg, 19 l ■: <sa-■ 
shares undei the an at a price from $19.00 to $40 19 

0 1 5 • • s s • • ;C 1 iiu.l-'r i • I'Lii w a 

..n "l’ n t'ii f i . ' : i • 

(i ) The 'plii'.-is liial c\piled i> ■■ it cancelled in |9S<. werr 
r .a cr: i. i res .. o - n v 5.94 tn 541 1 1 

(d) Consists of 1,651.4. 1,845.4 and 5,144.0 thousand shares 
under the 1972, 1978 and 1982 Plans, respectively. SAR's 
v re n* i to 34 ~n 7 ; ,' 4 iliou'imd shai e r t e 
'•',s H82 Plans rcspcctncly. 

0 j Shat s res 1 /cd tor future | ini 1 

shams lot '.lie i‘<7.\ plan. 450 6 thousand shares for the ivx? 
Plan anti 6,000.0 thousand for the 1986 Plan. 


re Op!:., ms ..ulslu 

II ' , 'll. IX .-el I:om May ] 1 i. S : I 

1998. The weighted average purchase price pei share 
WHS $18. J, 6. I ' ;mil $37.48 tni. uulst.Hulniy op¬ 
tions under the 1972, 1978 and 1983 Plans, respec¬ 
tively. On Dec. 31, 1986, there were approximately 
1 2.6 42 optionees 

10. Quarterly results (unaudited) 


n inns except jx-T- Cui on 1 -- ,t a 


Qua: lor 

1 • >!al 

luxcnucs 

npeinliiii 

incumc 

Realized 
capital 
gains and 
her 

Net 

IlLU/lllC 

Net 

i. i nne 

pc 

shatc 

5 

•y. 

$668 / 

S 105 i 

5543.0 

1 

Third 

] 1.171.3 

367.1 

66.4 

328 i 

. 

V\ n:wl 

0) 750.2 

329 2 

7 

284 9 

.77 

First 

9.390.3 

19.4 

1 '2 4 

195 3 

.52 

l oss 1 durlh 

X 

$r.i< i 

5104 i 

i 

... 

l hud 

10.043.3 

229.4 

76 x 


J i 

Second 

9.835.2 

301.7 

3 t 6 

265 5 

7 2 

First 

ST68.6 

97 4 

1 34.3 

223.3 

.Ml 

1684 i durlh 

$11,369 2 

$801.4 

, S * 

5 

... 

, r d 

9.648.1 

2 "'1.3 

40 5 

321 9 

..66 

u: i 

9.439.1 

3 3 3.7 

133. ' 

356.0 

.99 

First 

8.371.6 

146.5 


8 

,60 


The fourth quarter pre-tax LIFO adjustment was a 
. I,: i ri'e 1 » 1 • HI.: $22.3 nullum ;n 1986 iml!9s\ 
.. 'I'l.vtive! and crcih ; $ 14 - . 1 98 J , 

con;pared vsi» 1j chan j ol $27.3, $ . j .. $4S 1 

million for the lirst nine months of the respective 
years. 







SEARS MERCHANDISE GROL P 
STATEMENTS OF INCOME 


mil Hu ; 


Year 

C lid'. .1 


1986 

108$ 

|'J*4 

Revenues 

Mcn.liaiuii-, -.iii v i ij sei • 

$24,811.4 

2,262.9 

S?4 74 0 

. . . - 

2,058.1 

1 11,in - 1 ll.ltg. 1 1 ' ■ II'-:- 

' : S 3 

, ' ,1 (. V 

27,074.3 

26.552.3 

26.508.1 

Costs and expenses 

16,850.5 

7,906.7 

If. 4 'Sr 

7.742.9 

. 3:)9.7 

>34 $ 

‘ 

Vlhi'i .i a. .tdrmm.sLraliM: 

I merest 

979.6 

1,033.9 

998.5 

> 

25,736.8 

25,255.4 

24.942.7 

fO ■ if if., 'j-,. - -11 

1,337.5 

1,2% 

1.565.4 

1 ilher income 

148.0 

116.7 

129 4 

... 

■ . ; i • ' ; • 

1,485.5 

.. 

1.094.8 

Income taxes 

735.3 

637.3 

810 > 


750.2 

7 J 


r 

(14.2) 

(10.6) 

20.8 

Group income 

$ 736.0 

i 5 / 

$ •• >.2 


S>ce 1 'i s i« C d . M J •„ .. wnm.-.tUi ! ! i m.J I statements. 


ANALYSIS OF OPERATIONS 

- Gro :p fid - ‘ A 
' .'. j m !i.>n ■ >i 2.0 pe:i enl o cr h-x\ 

Domestic merchandising revenues improved 2.5 per¬ 
cent due primarily to stronger sales of housing-related 
merchandise Lino apparel Finance charge revenues 
from domestic credit operations were down 1.4 per¬ 
cent in 1986 as a result oflowet average receivables. 

• n n i i si n 11 ties w ci c p si u I - 

ly in 1986 over the previous year In 1985, improved 
sticl nance charge revenues were partially offset 
by slight decreases in both domestic and international 

. ■ hvng tv\ • >i -s io pioducc i vl F m l.ion 

1IKKMM. UNCI 1984. 

Compared with the previous year, Merchan- 

div i ii i nip i ik i mi ’ii • • S<. iru v! ’ o percent or 

- 9 rifil Mil. wi fiK-ii'ase in et i comr t M i . n 

d si rr ; • i: ii .*:v : I' .' .1 d < n , ;i v it 

* ! ; 1 :m ■' • p 1 ' ■ 1 ■ 1 1 • • w 

ul.s' : . 

sumptions resulted in an $87 million after-tax reduc¬ 
tion in pension expense from 1985. I he benefits ut 

! > d '■ i• ii c ■. _. i _.' olliLi rni.on..' and 

continuing control of administn ses in Mer 

.. a i ir.j- were reduced 1>> a ' IFO charge a nd 

: ;>ss ol the investment tax credit. I he provision J «>r 
■ - - ' i I" .iceouti .vns up m« iCanl di 

- - - p - , r" - , / - - • ; . i| .'H- 

• 5 tse;! I 

■ 1 ■ t iii -r. <m I '■'.'•I. hi n ri- iv-.ivs i: 


net income of Credit and International were offset by 
lower Merchandising results. Merchandising was 
affected by many factors including Mat retail sales, 
lower gross margins, a LIFO charge, and decreased 
carnmgs of unconsolidated subsidiaries, 

a discussion of the panic ulai factoi s influenc- 
rig 'In segments w.P in p ■' 1 ; * 4 >w s. 

Merchandising operations i me l in cd St lies ac¬ 


counted for 81.6 percent of Group revenues in 1986. 


$ millions 


198o 

1983 

) 

f ‘ 

: 

22,091.5 

2 1 M . / 

7 

.. ■ . 

occupancy expense 

5 

1.91 ' 

14.: 

1 • 1 

Hallo to sales 


0 7.5‘Vi 

f.;,4 

f-.s y 

: 

expense 

$ 

6J35.3 

6.296.3 

6.240.7 

Ratio to sales 


% 

29.2 

28.8 

• ' i.T-i, in. -iic 

$ 

820.6 

0'J ' 

1.113.0 

Ratio to vnVb 


3 T ‘Si 

3.2 

5 1 

MiTc.’iandising income 

$ 

4 7 ., 

44r ,S 

hS5.s 

Rill in t ; sales 


.1 s 

2.1 

3.0 

N”.: ■ i.i s goi >uu.ii f> i 0 

(dollars) 

$ 

34.' 

: 

337 

M . . - 

l v IMS 

: 

3 4 

j - sv • 

4. '4.9 

Mereharclisc insennirics— 

II lY' ms is 

: 

2 

4 : 

4,4 

M.-o h.mdisc on older a'. 

Dec. 31 

S 

1,606.1 

3 5 J t.o 

3,932.2 



SEARS M R(llANLUb . L»RO .’) 

ANALYSIS OF OPERATIONS 


> ... 

merchandising sales and services in 1986 followed a 

bliulu c ... ii, I \> S' 11 'in,! .u carliv-r. A n .in.tbs • 
(•' "• ! s ; '<-11 : 



19X6 

j -m 

i yw 

Ki'i.ir rik . - 

71 ' 7n ' 

/ v 

71 0*V 

1 ..1 ill' i . :i*_l.ia.i**i.w 

16.8 

i -; 

17 

Sci sue 

« 

8.7 

7 9 

IruliiMna 

: 

2.} 

■» •; 

1 ol.ll ..vv ,ulw 

i oo 1 ■* 

l(XWi 

1 u. 


'I he ratio of cost of sales,' and oc 
cupancy expense to sales increased 0.1 percent in 
\\ LFOchargeof$165.7millionin 1986 versus 
- - in l-ws was oil "* -• tight ronirol of 

g an ncv expo I t; <'.iicoi proiro- 

tional marfcdowns. In 1985* the 1110 charge com- 
paied with a $101.3 million credit a yeai earlier. I Ins 
diPci .' ■ ' i i ■ i 1 1 

jihL down van . I i s-.ire «• , i e j 

ih.c uoiupcUl..'.c cn\iiojii-.H m iv ted in a ;.5 jhm- 
C n( increase in this ratio over IVi 4. 

h.-fli m .ill..! .aim inisb'ali •. * c\i . 

cent ofsales decreased 0.5 percent ti following a 
1 • |-t i • rnc . --r : n I • - i ' is 

i r, •• . ililr io ;i (iivtci-v : : pension ■- • - 

il on c ' k c: mge n ac- 
■■ii'i’i: ig lor v nsi n- cmi n I m linn n; 

• i ' • t-\I*•.-11• 4 I* !.• I 

1 ' -i o V, • - „ „h . I l 

.... -OS Ad id ''ll-1' ( . 

. .1= nv.-s ' a ti.;KJ ; ati reslii ... .. 

M d.iMiiii u;n-r;:i n inc>>n;c foi i 98 >'• ' - 
creased 18.3 percent over 1985 which was down 37,7 
pern,nr 1 on- i. : ’•«»t: u-.n 

the underlying factors after ting cost and expense 

rainrs disc ws. d ahov 

Several under-utilized properties were sold 
resulting in after-tax gains ol $15.5. Si 9.9, and S6 
.1 o in 1 9*V». . 9N5 ; • . 9 •• • u. s;>.w li .,• Iy 

1 he effective income tax rate for Merchandis¬ 
ing increased to 48,5 percent in 1986 from 40 4 per¬ 
cent in 1485. primarily resulting from repeal ofthe in¬ 
vestment tax credit by the Tax Reform Act of 1986. 

chandising income for 1986 increased 7 5 
percent. Increases in operating income and other in 
come of$l26.9 million and $20 s million, respective¬ 
ly, were nearly offset by an increase of$13t.O million 

• c me la v v\ iK-nse. , . < 

V, it < 11 1C I J i 1 I r| ;' i. ’ i.’,; S .' | I I 

C ' .. II. 

. . 11 1 ‘ s 7, M V 1 : i . : I I I I l 

plain. ’ - i resit m m- i ; - u : .i , 
li-! I i e catalog distribution. s v.. be . • 

in the next several years and the nationwide replen¬ 
ishment and distribution network will be transformed 
f to a s: it: I'd : - ■ ar? y s; i . 


Credit operations : c \\1 States diobe 

li c« iii it* ' io tnc > . rot s results 


1 injlin 


,7 c. 0 

19X5 

19X4 

1 . >lc CCS 

Il Dec. h 

SI! 

.714. \ 

A .. 

. 

.1'. .inCVS snl 1 V ! )(•.- 1 ! 

S 2 

/ 

' .0,1 - 

6 

. ... tc a _ t- : 

(ill * 1 la i s i 

■S 

497 

4Q? 

4^2 

„ * 

% : 

.06X.5 


1 894,5 

i 



V * 

62.0 

r.;. 

1 *M to * iwil* ' 


1 7,6% 

.... 

1 7.6 


accounts 

$ 

349..X 

224..’ 

J s9 u 

K,ii o in credit sal*- 


2 08'S* 

1.35 

-9X 

K ' no ol a : v.M 

.uiounts to credit sales 


‘ ' A 

1 24 

.75 

) Vi* *l,iy.i- ' *1 .i' a mints 
delinquent three or more 

in nil II’ ■ 


l 7* K, 

1 18 

4', 

In (crest evrenst 

> 

x 19 0 

8 

821 7 

* ~ ns rccor. ! 

S 


'’*/: - 

M ' > 

1 lie * M. CI - ill. 3.i s 


.j 

1.8 

1.5 

1 ••••■ ic ir.i.i *.'.t i i ■ me 

$ 

1 OS,8 


*'s 1 

.Ratio U credit sal-m. 


.0 % 

8 

.4 


ill'll ' ' ■ ' I d ' 3 ' 

: in 1 due to a vlC'-reasr in a\crag ' iul 

• 'in and * . hover balances resulted 
i i C 3 ■ cm' :i ■ 11* *.j n l ol sold 

1 • ' •' c n ■ >;t ad l< • I pi i* r war, w 1 e 

L . ( re**'.t f 

H 1 ased nil ml ilsidcMilic. Iiw mpac ! .if 

suid .i*. w unis m h* 'Hi p ■ •. , i do , ■ ■ sed 

:,dit sales, parti. u.'Kat b .:ii iimicas..- ji 
ag amoun >f sold receivables compared to the | 
year, resulted in higher average balances which in 
turn produced a 10.7 percent increase in finance 
: luigc revenues. 

c pi Ioi * ncnllectiblc accounts in 

< reased 56.0 percent in 1986 following a 40.2 percent 

• ' 1 1 . - > * > 1 111 • u 

.u delinquencies. Interest expense decreased <’.2 per- 

ww. in ]\>e i v result of lower •. lie*. 1 vc ' ■' 

ites and a slight decrease in the debt necessary to 
finance the receivable balances. In 1985, increased 
debt more than offset a lower effective interest rate to 
produce a 6,2 percent increase in interest expense. 
After-tax gains on the sale of receivables of $38.8, 

$33 3 and $ 1 9 million were recorded in 1986,1985 

; J y,v*. : vspo; i vrl ■. 

! * I i 11 ro m * i . :u- 

, I ■!', to :hc ji i) i ic pi*, im >n 

'.lb! . S I d ,v. . e 

. Iia; icveim * i.li olL* . h i lo u 
intcieit .idle.',. ■ bubiianii 1 i *. tease :: Idbi « icibt 

hi* 'in, ovei 1984 was primarily the result of in¬ 
creased finan 1 irge revenues, lower effective inter¬ 
est rates* continued emphasis on expense control and 
:i Ini hei ■ 11n rccogni/cd on ilvr sale of tee;u\aides. 







Pro forma credit income is based upon 

11' 111 i 1 l ' i • JK't ■. Ll-!: mu' 1 !' I ' hit • b. l : 

e ’ v. r.h il' l ! . 

. I ol pi .0 cd Of ix. i .He cln K'tuol albu-.il 
1 i ul'.ha.mal as .'i.ii 

' ‘'I '' '' 1 ' ' ' 1 ■ m ! ; 

I hr. 1 S> an ' • 'si r- •.•- uldi'i. ai in 

f C' i 1 1 "* ■ • d ■ ' ' 

i" ill' i .emv 

International operations 

Mom 'o K . v H'.s m| If. | i ii.ii i. mal • >[V: all- -m Hans 

LnI ivjii in ' \ ; 5 ' _ 1 .\ lul.. .v u i . 1 .* 

986 increased 2.7 percent in Canadian 


. I -' 11 a r s. 1: a r i s I a 111 > I - > I' S do a rs r suited in i I I 

... 

1 ni national * pc rat ns ati-.M n nortt j in 
l. ') i il on ( -roiip im.imu. n 
. _ i.lio-; ill 1 __ h.Z 

million in 1984 improved gross margins and a ben- 

' 

Sears ( anada m 1986. were offset by a decrease in 

-m n? 

f ; ii - 

' 

.1 I . mi • 1 1.1 ’ ■ 'llxt ’ : ; rill.". I ■ i iiM .'iii • 

• anada and Mexico to produce the 

i! pl.-JS lie 


STATEMENTS OF FINANCIAL POSITION 


n j iiions Deccmocr3i 

1986_ 1985 

Assets 


c ‘ . i 


l it* 11. 



$ 593.4 


Ri tjif cuv 

i 


12,726.2 

, - - - 

1 sv \ 

. 1 .rim- . 1 . . Vi • ’.arc > 


317.8 

242.2 




12,408.4 

j; :<io i 

■ >:ii i ' . 

-. ' . 


379.0 

222.7 

. 

. 


4,013.0 

4 > 

. C M'' ... 


1,318.3 

1 203.8 

1.1? ' 

.. > 


18,712.1 

1I S / 

' 

equipment 




ai a 



237.9 

6 

Buildings 

- 


3,055.5 

i d - 8 

u 

*. 


2,921.2 

: 1 

( apiiali/t'i 

% 


294.6 

28fi 0 




6,509.2 

C4 1 i 

1 

iiulined depriviaiwn 


3,015.3 

J M' K 

r-.mi* P 

' 


3,493.9 

i - 

... .... 

»r i .1 . ' .~ • • •• pn i 


131.1 

. 

< mmkJwiII 



33.9 

34.3 

Total assets 



22,371.0 

22.04.3 H 

Liabilities 

f . i • 





• 

1 ' ■ 


2,363.9 

' 9 

{ ! C 

, 


2,188.6 

1 7X1 2 

Deterred i 

iio. in it* taxes 


2,027.9 

1 ox t • 


—.— - 


804.5 

4 1 ? 

Other lau 

*x 


366.3 

362.3 

I..ut. 

... 


7,751.2 

146 6 

« 

•tit and eapilali/cd lease iiblii;.iii«>nx 


7,271.7 

744 

11 „ 


506.9 

4 , : 

\ 

•rest and other 


206.2 

i S3 0 

Total liabilities 


15,736.0 

I - • > 

Capital 



$ 6,635.0 

f r ' 



.. 
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STATEMENTS OF CHANGES IN FINANCIAL POSITION 


MHir.i ' ii.' hi iniMi.. 11 •- Year 1 nded Dcccmhci 31 



1986 

1085 

1984 

Cash provided by operations and retained in the business 

<Jl'OU|;! Ck 1 ". 

$ 736.0 

f 765.7 

S 91,15 

i 

358.6 

114 | 

30^ 3 

> 

148.1 

ill? 

2 o 6 6 
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J.5 7 8.f 
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(44 5 1 

Cash provided by operations and retained in the business 

972.7 

n 

-O 

323.9 

tiovsfnn III > III .ipvr.1! C n; ■ 

1 1 1 - - C ' ' .'(> ■' 

(48.2) 

< ^ ! 1 

(2.158 4) 

Noi 
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! t'/VM) 
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Cash used by investments in operations 

(197.4) 

v*.462.3} 

(2,837.5; 

1 in.vnnnp fransa- mms 

i i 
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1 IOO ■) 

(-HI » 

Nci copit.il u; liitcrs !K".i 1 iu; <. or rale 

(416.1) 

(4o4.fi) 

807.6 

N' ■ i 

(57.2) 

(8 1 4'. 

99 | H 

Cash provided by (used by) financing transactions 

(587.5) 

52.,. V 

. 180.7 

Increase (decrease) in cash 

$ 187.8 

$ /.j /. 1 

$ ( J 1 .. 7 ) 

5 ■ . 
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ANALYSIS OF FINANCIAL CONDITION 
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NOTES TO SUMMARIZED FINANCIAL STATEMENTS 
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Revenues 

i '■ i 1 :v- i jih; .. .. 
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Life-health insurance premium income 

2,541.8 

: s-jc r 

1.210.8 
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46.5 

34.) 

c-t« i n ' 

1,209.7 
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ANALYSIS OF OPERATIONS 





Property-liability insurance 


Life-health insurance 
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STATEMENTS OF CHANGES IN FINANCIAL POSITION 
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1984 

Cash provided by operations and retained in the business 
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Financing transactions 
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Cash used by financing transactions 
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ANALYSIS OF FINANCIAL CONDITION 

l:.bUiaiiLC [TcmLinv . ... • i i;u ' . ' - 

state's primary sources ol new cash flow. Most tnsuf- 
anoe premiums are received in advance of the time 
earnings are recognized, while incurred claims and 
‘■••Moi 1 c nr? rvT 1 : n whvqiinM r -rioT 
The resulting cash flow is invested until required for 
i ■ . . - n -.itioi'S t.u.ili $ 

billion foi 1986, an increase of 74 2 percent from the 

I i l". ■ ii ii ( . e 1 ' I . S : i i- 

U hi .i .... . ... ■ ■ v> . I r ’he 


;asi tl.i 4~.S pi.T« ' s lvcti in\«-\t •»! i 

cm; ’ ■ i i 4s. Si i 

ainounvd lu $9.0 biiln'r;. .ii i eiul 14c.’ _ 
prised 54 4 percent of the $16.5 billion investment 
portfolio Greater amounts are being invested in tax- 
securities which support the interest sensitive 
v:od 'Ts ol * "? 1 1 1c company Dividends i ' : f 
it In ii r the last tluvi- vn.irs have av:rar:c-c 
f v iv>U|’ nconic toi 1 ' '•i " • j' : od 


NOTES TO SUMMARIZED FINANCIAL STATEMENTS 


Summary of significant accounting policies 

Basis of presentation 

The financial statements of Allstah Insurance (iroup 

in'. . ' h!v .il'h msur- 
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Investments 

Bonds, redeemable preferred stocks and mortgage 
loans are carried at amortized cost; other preferred 
rr •: stocV.s arc earned at quoted rn.vkct 
. ies; or • invc timnts, \\!*.•. t i - ' ■. real es ate 
are primarily accounted foi by the equity method. 
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'I-. ■ n t. 4 ". in-"edi'i •- ■ ■ , , ■ >cJ, a 

deferred income taxes and minority interest is reflet t- 
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Realized i.. ital i-.iins .t d iosvs uc Lu 

mined on a specific identification basis. 
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3. Reinsurance 

‘."t.insurance to pan i : p-, ir 

. ' a 

1 i 

ai i aue.T k iiI s d<n.>i disv. hai'gc V ilsiak as the primary 
insurer 

. .OH . 
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Revenues 
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S1.43.H s 

. ■" 

757.6 

V, 1 

4H i 

Trading 

275.7 

t 1 i 

3 ■ » 

Investment iwnVing 

255.8 

264.4 

3 ■ '..v 

r >:h*.r • • pi —:- (ir.g ■ ■ cu • ■ 

426.8 

292.4 

159 8 
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3,415.3 

: ■ " i 

2.49> 7 

Costs and expenses 




Interest 

1,400.3 

i "> .'4 it 

1.2 V 

Personnel 

1,155.2 
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■ ' 1 • • ( • ,; 1 
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Group income (loss) 
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ANALYSIS OF OPERATIONS 
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DEAN WH ILK IINANCIAL SERVICES GROt P 

STATEMENTS OF CHANGES IN FINANCIAL POSITION 


sources uses) in. millions ^ ear I'mlcsl December 31 



1986 

1985 

1984 

Cash provided by operations and retained in the business 

t iroup inunnt f css) 

$ (37.0) 

$ 

$ ,32.7) 

ibi'pu'i latii i .i d .mui;li/.iii. iii 

50.9 

49.5 

4‘ ' 

i n-ti-rr. i! mi ‘ :ne t.ixs • 

(10.7) 

/ ' ' 

27 

l - ‘S 

(279.4) 

33.0 

58.8 

r ■ ' 1 1 ‘ ' * •.), •, i. i - c ■ 11 • 

(276.2) 

too7 

94.3 

D 

(1.6) 

|o 6) 

i: 1J 

Cash provided by (used by) operations and retained in the business 

(277.8) 

159.6 

83.0 

Investments in operations 

lucre;:’*: in Dmov-:: t aid receL'.aoks 

(1,251.5) 

120.4) 
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177.0 

Financing and deposit-taking transactions 
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$ 16.6 
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ANALYSIS OF FINANCIAL CONDITION 

The operations of Dean Witter Financial Sen ices 

< ir«> Ip USCI.1 i. 

i>.i ■ meiit ' /C." i• i 1 i np.i ■ ■ ■ 1 

nci.iLeUu' ' v ' ir.r. S'J 4. j s '.m«l 19i> 
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inwruors is financed :»:i r ... ; b shur.l icrm 
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f'l'c.is 'cut rum ch-p -■ ts r mir s! >/ 

C ’ i a" i s -a :rn.T p. issihle. 1 1 '' r- 

tions of liabilities such as credit balances from clients, 

*C . • . * , U ~k -Oil CCUllllCS ti ..MSS' I 'll 

nil o' A. b i tics .lie i. TI. inti. Test b n n,' m.d. 

therefore, an important source of funds 

< ODSumer hanking activities will require expanded 
funding facilities to meet financing requirements 

-'iimiti 1 a 19 • -L consuim-r and 
■i i . 1 ■ • ■ • uj!-. i cjsiis c.i;vi,)ii‘u 111 id 1 >u 11 11 romScars. 
Roebuck and Co, and short-term borrowings will con¬ 
tinue as the principal sources of funding of Discover 
. : . ten • i' in . ii'. it'" . ihc Or up 

also plans to access the commercial paper market 
- r m.co\ - redo t orp. in •>*-, to provid a 
new source of funding for Discover Card receivables 


NOTES TO SUMMARIZED FINANCIAL STATEMENTS 


Summary of significant accounting policies 

Basis of presentation 

The financial statements of Dean Witter Financial 

Set\ Lrs Ci:• nip m Ji.v v .v .. > ■ 1 ,n . r 

Sumer bantam n.n ,.:. ... - -c uni_ . du ‘ b 


securities brokerage and principal trading activity. in • 
vestment I king mutual fund and mono manage¬ 
ment. Consumer Banking includes credit card ser- 
V iV'Cv deposit tai Tig arid " me con inner If .nice 
sci ’• iccs . nd oi tec bunking 















SfcuritifS-nUli«i 

ii 'i " :irc t corded r n vt- 

: : < I.SMAI 1 r ’WIIUCS X iI 

• I ■ !e dale h. ■ ■ »ro i 

• rded mi i’-.uk tt,ii. 

Set iriiies an valued at market, and the unrealized 
gains and losses arc included in income 

Securities transactions under agreements to 
resell and repun hase are financing transactions and 
are earned at 'h- jmli.u't amounts al which the 
"e ur • rr w ; • * resold v •e.iciHiiiwl \ddit: 

* n,' ii - . ssirm ' -he ities 

. | ,ii ih e-rch at-teen ent: are 

n ade In the event the market value of such securities 
tails below the related reverse repurchase asset, the 
p will i';ner; / n-si at’, ru • uv. nta' 01.1111:11 
d peril l ... - . c-.- 1 -proved ^i lii limit p.un 

tia other putt}, to the ai cement. 

Credit card services 

Interest on loans is credited to income as earned to 
the extent considered collectible. Service fee income is 
recorded when billed. Merchant discount revenue is 
;t« crueiI as c rned. 

Deposit taking and lending 

1 1 'I 1 < ■. s is t red.t i'U ' 1 1 1 

'. M .sklei !p u .. in¬ 

terest Ml .11 • : "I, . ., 1 , I III e or 111 'I ; i: < nthlv 
pa'. bik' .r 1 o.ili o"ai t*.i u.rimnl 

ment fees are generally recognized as income when 
the loan is recorded to the extent of loan origination 

costs 

Consumer finance 

Revenues from finance installment notes are amor- 

• •••-.I io ii i ■ ou-r the ns o: hr uans. >irc-ci 

sis !■ deb rred a a 
relate ■ ml test i at tied ■ mi the 1< an 

Mortgage banking 

ti I 

i dir* te du. . 

1 ..w ess ser\Kin,i Ires are reco.cni/i ' !oi l. <ans so •: 

w ith sen* ic ing retained as an adjustment to the gain or 

loss on :he s.i - .<* the loans. Reserves arc establish d 

and subsequently adjusted as loan prepayment, 
interest rate and other assumptions change. 

I. Deposits ' pel*•! 

millions LXvenil'er »l 

1 ess 

i | i - . iris ' \ 5 r " 

t onsumer certificate .u< minis 1.908.6 2 4 

s 11 in <i«< ri-M-im •".’lliln il> 'ic. uiniH . r s - 1 4 >. ‘ 

total 

A • vi «i. ..poea 


A SU IP'- ... of deposit - 
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Demand and passbook accounts 2 

( emticaic accounts maturing in 

I ms ; 2 . 7 x 0.0 
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1990 ] ! S 

I mu | jiul ilu-rr-artcr V* '• 8 

1 "lal $6.106 ' 


based on hisloric; i exp ien mar 
"'ti , . 11Kta: pal portion ;• 1 ’im-' .. „ 

wil !>c- -edeposited. 
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Do 
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i 'i 1 ’ 
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3. Short-term borrowings 

i ■ 'man r ! < • SO. ill Hies !•;/ is cm' 

' . 1 > c . n.e- 

1 ; . •, i ■ 

brokers'sail 1 • ucol > .. si. At I 3 c 3 , ,y.v«, 
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The effective interest rate on amounts 
>nn owed on -vpinvli.r ■ ,.ipr. ■. i i 
i: i a tel • l 4 pei t ni I >ec. , 1 

bet nn v n \ v\ n her 1 . . • n is- been 

d from < orporate to fund certain Discover 
I d le. , iv ’ . V .A led bt am ntei 
m llion at l )ec 31,1986. Interest charges are allocated 
... a rate apiu'u.uni due pie ■ t.,e. t m.Is. 

4 Borrowings from Sears, Roebuck and Co. 

I CC ' 1 1 b ' ..ii.'ir* up- I .. d •. i .: ; rn 

unsi n I " ' - rr ■- yi ; | rind s . - , , n ,, 

spec live ly, i r - ni nr. vernge 

interest rate of n.6 and 8.* peri ent. 1 he < unup also 
bail l n *• 'ri!- 

. 31 1 986 and 1985, pay able to Sears. 

Ke ■■ ■ • i and ( •). o.ei.i i re t ■ 3 

and .... per, * nt. . octiv» /. 


$6.106 2 $4,921.1 

7.00'iv 








COLDWELI BANKER REAL ESTATE GROUP 
STATEMENTS OF INCOME 


. U d I )i ember 3 I 



1986 

1985 

1984 

Revenues 
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• . 9 

v.i>: s 

R i I'iLli' u|!- - ui . 
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113.3 

11114.3 

\tn illai. lees am: utla r 

160.6 

:;s i 

1 IS.6 

1 iilai resell lies 

1,151.8 

449 3 

825.7 

Costs and expenses 




am- 4 

574.6 

464 4 

102 

'■1 a'.Ill " ' , ' 1 

564.0 

4'S 4 

372 6 

Interest 

32.0 

:: s 

IV, i 

1 i.il '-i ic s 

1,170.6 

94^ 6 

801 2 

i ipeiaii'v.’. Income I.Iosm 

(18.8) 

’ ! 

: 1 ' 

i iam an s.i c r,| prnprnv 

162.8 
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in ■ 3 

1 ,111 i . i - 1 u ' .. ■ 

6.6 

3.4 

<8.01 

fiuainc ’■ r ' e Income laves 

150.6 

1 ? 

120.8 

iicoinc ta 

56.8 

44.1 
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Group income 

$ 93.8 

$ *6 1 
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STATEMENTS OF FINANCIAL POSITION 

m Ili - 1 1 - 


Y-'-’m’x'r 1 


1986 

1 ','5 

Assets 



hr. Si:l:C' is 



1 ; 1) 

$1,117.8 

$ 909.3 

N' oi ■ i c ■ 1 > 

185.2 

41.7 

i'lvrst in’ll s n .in.t ah urncs . :i,ii evUili a>inl li f 11 • • l 

63.1 


Total invcMnicnts 
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988. v 

C v.. .nid inv.-ilc.! v. 
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93.8 

Commissions .imi other receivahK-v 
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14- - 

•s n- ci”: i- ■ ■ lit. Ics- ai ifu .1 t • i 
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Liabilities 



f -.e .I i 'i ’ 
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1 onus payable 
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160 2 
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.’7. \ 

Oiiii.- 1 labii ilies 

507.9 

714 X 

Total liabilities 

1,494.1 

vs 3 

Capital 

$ 630.4 

$ 564.9 


See ii*ilc*n «. .i ’ 1 1••••'• Ii r ■) : 







ANALYSIS OF OPERATIONS 


. lines ul • 1 JK all' 

.... .'it ' , ! i il a mi hi 1 *>86 a i l Vi. 

_it • f '• J.O mi - 

’’ 1 l. ii ' ; u.:. J I'. 1 

' ~ ■ ' in i • •* h..t;'i ‘ state >. o;nmissions 

k< i i? opr i r i\ I n eh rnsr 

r | \ r c r. ven ■ - “ addi 

r 

mortgage origination, escrow, title and other tecs and 

, 

1 . 56 . 1 : - 

:ale u Pious. ’• i . .H 1 .• ; 

pemen: :nt’ ease m J '>55. 

Revenues of the residential real estate bust* 

nr - ", - marly. 

r S 1 . / million M . 

7. 11 > : 'I Ins ii ease n • 

■; " • e i.e 

v ' -i i ri v 

,'M.' 

. i v. lo) csirec 

' 'h-. - - ijl ,os\et m ;ile.n'i Kias .in> 11 ii>ui 

pi;. >jl :n'j' I; . funds. do I dim 1 ■ . 

'inn ’ if ei -a l h Mir* 111 )■ Ii :11 . ed pm>duel.i\ ,lj , 

iv-oenphie -■ \[>,i a ,i. «; ' , 1 

he are. hive prog- mi, increasing id el tial mai 
kets ••an esir 1 1 per.rc- 1 in ’ com par- 1 
• • v jK-e M: I 1 • s and (> 1 P< > eni in ■ s • J lm • 
i 1 . ■ ■ - 

m 1 . a >ee„ 1 . <np.ne.i 

J ’ . 1 . I''>• d ali-: t‘hS4. i 

s[ - da y. 1 Irai 

es totaled 83 L 687 and 592 at the end of 1986, 

I '-N ' ;r 1 1 | ON4, i , ■ pecti \ e!. 

'om lesi.it I pa l l> 

sa es an if lease :oni mission •, 

v ' i i ii ill am i i V 1 1 • mi lion in •'v'» c nnpavil 
‘ ' : ' ’In ill ion 

J i i he: "i I \ Ke ! > >i ” i \el lir- 

ese . 1 , ; i. 

pacted 'he i < 11 ; 111 :e• i ml ie.il market. Sales vua 

OlC !\S I. 111C Kl * 

c :aitei a .f ' itics ere kp h as in , u !ue Lu< • ikai 

: I f Ii . ’ ’ ... 1 .' . o I eg is a 

■ ■ ' ' 

- -.** con nor . ; - rr - - increase 

• ' ' 1 >cc 7 I 3 s 5 md 

19X4 respe* 

]< .‘Pl.t I r II :. S ‘IS 1 VI '.I I | . I' | • e . II KM ■- .lie! 

liiec i .1 s .ec. \ - * 

£ 1 I >c. eh 

., 1 1 r ■ I -v e i 1 i l. • . to S1 17.V ui a 

lion. Lossufroer ms due to ...a nat . dioppieg 

centers a ere partialis oftset h\ additions ot jioa 


. ■ • i . , 

/. i 

, : . I 1 . ■ t: 1 . 

i.enl :ntreuse e er . 1 S 

Iota'ensls and e\peo.se tu’ the Group :ii- 


4 perce 




direct 

" 


e.s, ariv: in 

, | 

, , 

’ vil » 

7he tu:. ' md : u 

\ I selv !f pa* i.l I' 111 I ; ' i. e i _■ .' H. I. . _ . J .? 

million in I o Shi am! 5 J tin I Ik n in I ms > | hes<. losses 

. — r- Ci\C ! yv-n I 10 '. "J - ■ ■ I i e . i i " 1 : 

lies . I i vetop i" —c m : . 1 

olhi.e a 

. k 11, ad 

;kk ■ al liv I c reiihil 1 . ml aiv 

ovei'bn v i In 

- ■: vr al my ; . u.; ... / 

ie\ er.r. . , • so.V j .. I del ^ 
t mat: o'i a: Ii mat U a hi. h are 
gainst i ' ... • . ■ . 

m 1986, 1985 and 1984, respectively. 

o n ■? e h pr -,pc j-f ri - re i s. 1 

< " ' " "' i! TTa C 

I "hss o\ , i ;he i espe* 'i • ; in >• •.> •' - Vi 11 v i :k • a •. 

. i 

i ; u i 

■■ aricas la .' ;u , els. In ' i Ii : o. i n i| r lie: 
cm I coo; the sales oJ tv\< a.Ii 

i pa: tee mtciesd tn a 

regional mall, 

nc '' I he s,-.!cs • 4 on- \d id i ■ ted 

J ', ' CStS .P ' ■ 

. 

1,1 ' . .. 

T he (iroup's share uI real estate joint \ enture 

I _rc . 1 1 . . ■ s . . | • ; J I , , 'j 

.■ . ... nil a -i .SS 111 J V8 t . 

'.o. join i ml 


pa r 

t mo ship an 

id decreased market valiu 

lilOII : esci \, 

req 

UK e meets. 
Group 

romr n e-e.-.vm p: 

..... ... 

n -1 

lion higher 

>. 

■■ . ' sill 



It IT* fl it 


.: : 

■ ot propert; 

,Mi! . i 11 1! • • ‘ 

tie in i iperal- 

ing 

results acce 

mnied for the overall mere 

rase. In !985 

gro 

up an line 

. 

1 in I'm ; 


auseolin i 

i ■ 

1c of proper! 


..iid in er .> ■ ed .n. . . 



COLDWH I BANKER Kl \l ES I A 11 GROUP 

STATEMENTS OF CHANGES IN FINANCIAL POSITION 
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ANALYSIS OF FINANCIAL CONDITION 

Funds provided from operations vk . 66.8 milli . 
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Liquidity sources for the operation and 
development of wholly owned real estate properties 
are cash flows from centei operations, net proceeds 

from n al estate sales, commercial i-aper issues and 
borrowings on real estate properties. Joint venture 
>1 ping centers and office buildings are dev eh 
primarily with borrowings related to those joint ven» 
11 ires and w u i- I- accordingly a not included \r- 
above figures. 








NOTES TO SUMMARIZED FINANCIAL STATEMENTS 


Summary of significant accounting policies 
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ANNUM MEETING 


REGISTRAR 

AUDITORS 

INVESTOR INFORMATION 


TRANSFER AGENT/SHAREHOLDER 

RECORDS 


The annual meeting of the share¬ 
holders of Sears, Roebuck and Co. will 
be held in the Hotel du Pont I heater 
at 10th and Market Streets. Wilming¬ 
ton. Delaware 19081 on Thursday, 
May 14. 1987. at 9:30 a.m.. Wilming¬ 
ton time. 

Morgan Shareholder Services Trust 

Company 

Touche Ross & Co. 

Chicago. Illinois 

I his annual report contains selected 
information included in the company’s 
1986 annual report on Form 10-K filed 
with the Securities and Exchange 
Commission. The following are avail¬ 
able upon request, without charge: 

• 1986 Sears. Roebuck and Co. 10-K 
report: 

• audio-cassette tape of the company’s 
1986 annual report for use by the vi¬ 
sually impaired; 

• a copy of the annual report of The 
Sears-Roebuck Foundation. 

Inquiries and requests regarding the 
annual report and other materials 
should be addressed to: 

R.P. Greer 
Assistant Treasurer 
Department 962 
Scars. Roebuck and Co. 

Sears Tower 
Chicago, IL 60684 
312 875-1466 

For information or assistance regard¬ 
ing individual stock records transac¬ 
tions, dividend reinvestment accounts, 
dividend checks or stock certificates, 
contact: 

Sears Shareholder Services 
Department 962 
Sears. Roebuck and Co. 

Sears Tower 
Chicago. IL 60684 
312 875-6705 

Morgan Shareholder Services Trust 

Company 

30 West Broadway 

New York. NY 10007-2192 

212 587-6515 




